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HOSE who know that 80% of the nation’s 

population cannot borrow from banks do not 
question the economic need for small loan agen- 
cies. Without them, the majority of families in 
times of financial stress would have nowhere to 
turn for funds to pay their bills and buy the current 
necessities of life. 


v It is the great and widespread importance of 
small loans which merited the consideration of 
the Russell Sage Foundation on the question: 
“What should they cost?” 


v This philanthropic institution answered with a 
Uniform Small Loan Law which provided for a 
maximum charge of 34% a month on loans up to 
$300. Twenty-five states have adopted this cme 
most of them with little or no revisions. 


v To those who do not realize that the bank rate 
is a “wholesale” rate, charged usually on large 
loans to finance industry and commerce, this small 
loan rate may seem high. Upon deeper thought, it 
cannot be compared with bank interest. It is a 
“retail” price to the consumer, to pay the cost of 
supplying money in “broken lots.” 


v A $20,000 loan may bé made on good security 
bya bank atone rate of interest. The same amount of 
money loaned to 200 different people in amounts 
of $100 each would cost the lender much more. 


¥ 200 interviews, 200 investigations, and 2,400 
monthly payment collections during a year obvi- 
ously cost far more than one interview, one in- 
vestigation, and one collection. 


v No one would expect to buy a basket of coal at 
carload prices. Loaning por in amounts under 
$300 is a retail business in cash. 


v No law restricts the retailer of goods on the 
profit he may charge. If a merchant in food or 
furniture determines his selling price by adding 
50% to 100% to his 
wholesale cost, to pay 
operation cost and 
profit, that’s his business. 


v Yet the laws of many 
states restrict the 
money retailer’s 


% gross profit to 


34%4% a month. He may not deduct 

his interest in advance as banks do. 
He may not impose fines or extra charges for 
anything. His is the only business where. every 
item of cost is clear to the customer, where 
there are no hidden charges. 


v In spite of these stringent requirements, House- 
hold, America’s foremost family finance organiza- 
tion, was able over two years ago (because of large 
volume and efficient management) voluntarily to re- 
duce its rate to 244% a month on amounts above $100 
and up to $300, almost a third less than the lawful 
maximum permitted by most state small loan laws. 


v Competition and not legislation may be de- 
pended upon for a further reduction in rates, when 
and if possible. 


v Household is concerned not only with the tem- 
porary relief of its customers’ financial troubles.* 
It endeavors to help them attain permanent finan- 
cial security. 


*MONEY MANAGEMENT FOR HOUSE- 

‘HOLDS, a helpful booklet on budgeting family 
income, leading to the happiness of financial 
security, is offered without charge to all. Tele- 
phone, call, or write for a copy. 


HOUSEHOLD 


FINANCE CORPORATION... 


Headquarters: Palmolive Building, Chicago, Illinois 
o-(138 Offices In 79 Principal Cities).. 
(Consult your telephone directory for the office nearest you) ..- 


Turn the dial to your NBC Station every Tuesday night at 8:00 Central Standard Time and listen to the Household Hour, 
featuring America’s foremost stars of the opera, concert, and stage, as well as leading thinkers in affairs of national importance. 





WOOING 


BETTER TIMES 
anew 
BETTER 

UNDERSTANDING 


Whe i ili 
n the business of retailing money is better understood 
ne iti 
e conditions can be expected. For the paying of deb 
capital and prosperity follows. 


possible for hundreds of thousands of fam 
a their bills. 


> more stable busi- 
ts helps to restore 


Such organizations as Household make it 
ilies, 
This advertisement, part of an agg 
newspapers of four and three- 


companies operate. 


in times of emergency, to pay 
ressive campaign appearing in 
on circulation, tells how such 


ut the business of family loans, 


quarter milli 


oo Those desiring to inform themselves abo 
invited t i 
© write to Dept. M7, Household Finance Corp., Palmolive Buildi Cc 

. ullding, Chicago, 








Reserved 











Business Equipment 


to Provide Instant Answers 


ODAY 50¢ of your customers complete their 

purchase with a curt and confident “Charge 

it!” Uttered as a command, it immediately 
raises a question. And your answer must be instanta- 
neous lest your customer be incensed. But—has she a 
charge account—is she a good credit risk—does she pay 
her bills promptly—who vouched for her? These facts must 
be known first. 


NEW 


Thousands of merchants facing this identical problem have 

found a profitable answer to it in Kardex, the modern signal- 

ized system of credit control. Kardex Credit Control marshals 

every needed bit of customer information where a mere flip of a 
card flashes it before your eyes. The customer is never inconveni- 
enced or delayed. In nine cases out of ten, she never knows that 
she is being scrutinized, thanks to the speed of this modern busi- 
ness equipment. Moreover, Kardex protects the merchant. Credit 
losses are reduced. Sales are stimulated for the customer is quick- 
ly freed to shop at other counters. 


Whether your business volume is large or small, Kardex Credit 
Control can be set up in a unit that will prove a highly profitable 
piece of business equipment in your store. A Remington Rand 
representative will gladly explain in detail the ability of Kardex 
to flash an instantaneous answer to every credit request. Mail the 
coupon now! Remington Rand, Buffalo, New York. 


Remington Rand 


I am interested in Kardex Credit Control. 


Name 
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looking ahead 


The stimulus of the Fall season, 
which brings revival in every line 
after a sultry Summer, is respon- 
sible perhaps for the number of fine 
manuscripts which came into our 
office for the October issue. 


Among those to be present are 
an article on the investment of 
corporate surplus by P. C. Rider, 
Vice President of Halsey, Stuart & 
Co., Inc., New York. 


Also an analytical discussion of 
the foreign debt situation, by Brad- 
ford B. Smith, an associate of 
Colonel Leonard P. Ayres, of the 
Cleveland Trust Company. It dis- 
cusses the background for the pres- 
ent political and economic unrest 


abroad. 


And an article on the problem 
of distribution, from the voint of 
view of the wholesaler, authored by 
M. L. Toulme, Secretary of the 
National Wholesale Grocers Associ- 
ation. 


Not to forget that October’s will 
be the Annual Insurance Issue and 
will carry a symposium on vital 
factors in the use of insurance, be- 
sides a special article on an insur- 
ance topic of importance. 


our front page 


This month’s cover photograph 
reproduces, through the camera 
work of Wendell McRae in a spe- 
cial photographic study for us, a 
most unique device—a multiple 
check signer known as the Signa- 
graph Jr., reproduced with the co- 
operation of Mr. Harry Armstrong, 
Treasurer of the Jos. Dixon Cruc- 
ible Co. of Jersey City, N. J. 
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Owned and published on the Sth of every month by the National Association of Credit Men, One Park Ave., N. Y., 
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THE 
FAULTLESS MANUAL 


This manual makes Faultless 
Bookkeeping a practical, work- 
able, system, and removes it from 


cnaiaaiteeeciaes COMBINES IN ONE BOOK ALL 
a i page a gf a NECESSARY CONTROL RECORDS 


keeping under the Faultless plan. It combines the cash book, the journal, the check register and bank 

statement and the general ledger with complete expense distribution, 
It is full of illustrations and examples giving the most complete and comprehensive record of every trans- 
to simplify the keeping of necessary action in the daily routine of business. 


business records. 


IDEAL FOR THE SMALL BUSINESS 


Faultless Bookkeeping is the ideal accounting system for the small 
or medium size business because it enables the merchant or manuv- 
facturer to know in a few moments his exact financial standing from 


It includes complete instructions in the 
preparation of a profit and loss state- 
ment to show the profit or loss from 
each month’s business. 


day to day. 

It also shows the proper preparation With Faultless Bookkeeping the following accurate knowledge can 
of a complete financial statement show- be easily and quickly obtained: 
ing the increase or decrease in net 1. Amount of merchandise bought and sold to date. 
worth or capital investment. 2. Amount owed by customer. 

3. Each item of expense. 

4. Profit for any period of time. 

5. Profits from discount. 

6. Correct figures for fire loss adjustments. 

7. Correct figures for income tax reports. 

8. Correct records for government inspector’s audit. 


RECOMMEND THE FAULTLESS TO YOUR 
ACCOUNTS WITH INADEQUATE RECORDS 


You will find it to your own advantage to do so. Many concerns, 
at their own expense, supply their smaller accounts with the FAULT- 
LESS, and find it a splendid investment. The FAULTLESS meets 





as no other the need for simple, practical, compact and inexpensive 
HEADQUARTERS FOR Seulaees conten records. oe , - 
AUTOMATIC SHIFT VISIBLE RECORD Ww for descriptive literat the FAULT- 
EQUIPMENT RITE LESS, ae ‘the aan a i. cast to you 
FLEXI-POST BINDERS — aa. poo your record es 
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MACHINE POSTING EQUIPMENT -— ems for analysis without expense or obliga 








Control Records Designed For Any Line Of Business 
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for business recovery have been laid down be- 
fore American business in an unceasing barrage. 
It is the purpose of a barrage to form a curtain of 
bursting shells, fired so as to fall in a line in front of 
advancing troops, in order to protect them from at- 
tacks. Obviously, a barrage of business remedies 
should serve the fundamental purpose of protecting 
business from retrogressive attacks as it endeavors to 
make headway into a brighter future. Both the plan 
and purpose have failed and the reason is not difficult 
to understand. 

The algebraic formula which serves as a title for 
this editorial should be reproduced and placed on the 
office walls or on the desk of every business executive. 
This is an actual mathematical formula for construc- 
tive imagination. Business men, both during and pre- 
ceding this depression have been painfully lacking in 
constructive imagination. They have had instead 
what might be called ostrich imagination. Macaulay, 
writing about John Dryden, said “His imagination 
resembled the wings of an ostrich. It enabled him to 
run, though not to soar.” Too many of the country’s 
outstanding business leaders have ostrich imagina- 
tions. In their endeavor to use business vision they 
have become visionary. It is pitiful to stand on the 
side lines today and watch business and government 
leaders floundering and flopping around in the awk- 
wardness of their ostrich imaginations. Our business 
leaders have not applied the constructive imagination 
formula to their manufacturing and production pro- 
grams, to their distribution campaigns and to their 
financial and security prospectuses. 

A lack of constructive and creative imagination 
symbolized in the above algebraic formula is the 
major reason why the ten years from 1921 to 1931 
will go down in economic history as the decade of 
excesses. William Blake, the English artist and poet, 
writing over 150 years ago said, “The road of excess 
leads to the palace of wisdom, for you never know 
what is enough unless you know what is more than 


RR er ban plans, programs, cures, and formulas 

















enough.” William Blake should have added that you'll 
never know what is enough unless you have imagina- 
tion enough to know what is more than enough. Have 
our past two years of economic dyspepsia and bilious- 
ness taught us what is more than enough? 

Stand by and watch the excesses on parade—see 
them march to the tune of a world wide depression 
dirge: millions of bushels of wheat to burn and to 
rot while bread lines are beginning to network the 
country; three million bales of excess cotton on hand 
and at least the same number of human beings will 
suffer from the cold this winter; real estate is drag- 
ging bottom and weakening the great mortgage strat- 
um of our financial system, yet greater skyscrapers 
than ever before are being erected; hotels throughout 
the country are going into bankruptcy, yet bigger 
and finer hotels are being built—these and hundreds 
of similar cases that might be quoted are eloquent of 
excess in everything except creative thinking and 
constructive imagination. 

Everyone was willing to take the responsibility for 
our prosperity. No one is willing to take the respon- 
sibility for the depression. Yet it is an obvious fact 
that the same men and the same leaders must be re- 
sponsible for both. Mistakes are red lights illumi- 
nating the roads of experience, yet our leaders are 
constantly driving us through economic red lights 
into further inexcusable mistakes and excesses. Lack 
of imagination makes business p-r-o-p-h-e-t-s; con- 
structive imagination makes business p-r-o-f-i-t-s. 
Business profits are conspicuous by their absence. We 
do not have to search far for the reason. We have 
too many leaders with ostrich imagination. There is 
altogether too much flapping, flopping and flounder- 
ing—and not enough soaring. The country needs men 
who can conform to the algebraic formula above. We 
have had more than enough of mistakes and excesses. 
We certainly should know what is enough. Our right- 
ful inheritance is a palace of wisdom. We can only 
come into our own if we have business leaders with 
imagination to light the way. 








--- POSTAL TELEGRAMS 
will get attention! 


When you want quick action from slow ac- 
counts...use Postal Telegraph. 

When you need up-to-the-minute facts on a 
credit situation... use Postal Telegraph. 

For the Postal Telegram gets in... gets at- 
tention... brings results... quickly. 

Postal Telegraph will carry your inquiries 
and orders and thoughts to 70,000 places in 
the United States and 8,000 in Canada. It will 
flash your messages not only with speed, but 
with accuracy and dependability. And through 
the great International System of which Postal 
Telegraph is a part it will transmit your mes- 
sages to correspondents all over the world 
through the perfectly coordinated facilities of 
telegraph and cable and radio. 

If you want action, you must act. Reach 
creditors by Postal Telegraph. 





The Postal Telegram 
gets in’ every time... 
and getstheactionyou 
intend it should get. 


Postal Telegraph is the only American telegraph company that 

offers a world-wide service of coordinated record communications 

under a single management. Through the great International 

System of which Postal Telegraph is a part, it reaches Europe, 

Asia, The Orient over Commercial Cables, Central America, 

South America and the West Indies over All America Cables, 
and ships at sea via Mackay Radio. 





THE INTERNATIONAL SYSTEM 
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have hay-fever. You will find how 
to make this saving on page 26. 


@ We also bring you in this issue, one 
of the best antidotes for business blues 
that you have ever read. A remarkable 
prosperity record was established in our 
dark hours of depression. Read page 
10 and then attach a routing sheet to 
this issue of your magazine and pass it 
around so all of your company’s execu- 
tives may read about this unusual 
achievement. 





@ And while you are passing the maga- 
zine around, you might call their at- 
tention to the article on pages 8 and 9. 
This really is much more than an 
article. It is a definite method where- 
by you can put business facts and statis- 
tics to a scientific test and find out 
whether they are sound and reliable. 


aS 


y ace ; 
You owe it to yourself and to your or- 
ganization to base your decisions on the 
ona right kind of business information. 
This article is published specifically to 
IS at fulfill this purpose. 
sates M We have a new department this 
aah month called “Our Readers Think.” 
- will You will find it on page 36. It is your 
ia forum. Let us have your ideas for it. 
ough @ The platform (page 11) of the new 
ostal Executive Manager of the National As- 
mes- sociation of Credit Men is laid down in 
vorld this issue. We are on the threshold of 
os of the credit fraternity’s greatest oppor- 
tunity. Read what the Executive 
- Manager has to say. 


@ Do you know how to evaluate ac- 
curately instalment credit sales? Al- 
though the article on pages 22 and 23 





= is written from the banker’s viewpoint, 
aan it is nevertheless of the greatest value to 
Europe, every company that sells on the instal- 
mserict, ment basis. After all, you should know 


Cables, as much about your instalment position 


as your banker knows. 





a ™@ As long as national and world mar- 
at ee kets are glutted with raw materials and 
— commodities, business cannot go ahead. 

You cannot make intelligent appraisals 

‘ Lat of the business situation unless you are 

Wh Fe Z familiar with the liquidations of sur- 
<3 S A ASS WANS SD pluses. Merryle aaa Rukeyser, one 
—~< 3 he of the country’s outstanding financial 

/ writers, gives a pertinent analysis (page 
24) of surpluses and liquidations. 





















































































































































































by CHESTER H. McCALL 


for us it has at least made us more 

confirmed fact-wanters and more 
astute fact-finders. The vast strides 
made by research in every field of en- 
deavor has developed a fact-finding 
tempo for American business. 

Dr. Julius Klein, in his address be- 
fore the 1931 Convention of the Na- 
tional Association of Credit Men said, 
“Recovery will begin when we base 
action on analysis. Facts are the chief 
factor”. 

Fact-finding is an indisputable rem- 
edy for business ills and chills. Sound 
business statistics are filtering lenses 
through which the executive may look 
from the present into the future. But 
the significant question is, “How can I 
as a business man know how much faith 
and dependence I can place in business 
statistics? Which statistics are good 
and which are bad? With the veritable 
flow of charts, graphs, indices and statis- 
tics that deluge my desk daily how am 
I to approach the interpretation and 
handling of business statistics with any 
degree of facility and certainty?” 

Edmund Burke, the famous English 
orator and legislator said, “You can 
never plan the future by the past”. 
Burke went on to explain that a failure 
to elucidate and appreciate properly 
facts of the past and of the present 
constituted an obstacle that precluded 
a planning of the future by the past 
—or even the present. 

Thousands of business executives feel 
the same way that Burke did. Readers 
of this magazine have written letters 
to the Editor deploring the lack of 
faith they have in the general run of 
statistics, indices and graphs. 

In order to present to our readers an 
intelligent interpretation of ‘business 
statistics and facts in their various 
ramifications and meanings, I went to 
a man whose business life has been 
given over to building one of this coun- 
try’s outstanding fact-finding institu- 
tions. 

The Standard Statistics Company 
might be called “The House of Facts”. 
Its only commodities are facts and sta- 
tistics—facts and statistics about what 
business has been, is and is going to be. 

On Thursday morning, August 27, 
I visited Mr. L. L. Blake, President of 
the Standard Statistics Company, in 


; the depression has done nothing else 
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a business talk with Luther L. Blake, President, Standard Statistics Company 


his office. We discussed the general 
significance, importance and reliability 
of business statistics. That they are 
significant and important—providing 
they are sound—we both agreed. But 
we called a halt in our affirmations 
when we came to consider their re- 
liability. 

“Do you think the business statis- 
tician can foretell what the business 
weather is going to be with as much 
accuracy as the weather man is able to 
forecast weather conditions?” I asked. 

“You must first accept the premise 
that most complete and accurate facts 
obtainable about a given industry at a 
given time will enable you to chart 
with comparative exactness the future 
course of that business. I believe 
firmly that given a sufficient basis of 
facts, business conditions can be fore- 
told with as much certainty as weather 
conditions. Even if business statistics 
were only fifty-one per cent. right they 
would still be quite valuable. For- 
tunately, many facts and _ statistics 
available have much better than a fifty- 
one per cent. average. 

“Sometime ago a study and compari- 
son was made of the relative accuracy 
of various statistical and fact-finding 
services. This analysis proved that 
over a ten-year period, the business fore- 
casts published by our company were 
more than eighty per cent. right. This, 
you must admit, is a great deal better 
than guessing. I think that most busi- 
ness statistics are better than guessing 
and that if the executive looks upon 
them from this point of view he’ll find 
a great deal of concrete and helpful 
information”. 

I next asked Mr. Blake if he could 
give me something like a test formula 
that the executive could apply to busi- 
ness statistics in order to determine 
their worth and soundness. 

Mr. Blake smiled, “You can only tell 
whether a figure or a statement is a 
fact by knowing how the so-called fact 
was established. Such a formula as you 
ask for can be very simply stated. A 
fact is established by accurate observa- 
tion, accurate records, accurate evalua- 
tion of elements pertaining to that fact 
and by an accurate correlation of all 
the conditions bringing about and caus- 
ing that fact. As a business man using 
statistics for practical purposes I would 
want to know in addition to these 
points I have mentioned the experience 









and reputation of the fact-finding bu. 
reau or organization from which the 
statistics emanate. 

“I don’t believe that business statis. 
tics as a rule, are inclusive enough. Tog 
many deductions are based on incom. 
plete facts. The analysis of an indus. 
try should be thorough enough to in. 
clude a majority of facts about a ma. 
jority of the units in that business, 
Too many people have acquired the 
habit of looking at trends and averages 
as facts. Repetition in fact-sources jg 
also important. Statistics from one 
source one month and from another the 
next are decidedly dangerous.” 

After Mr. Blake completed this an. 
alysis of how a fact should be estab. 
lished I thought of the wise formula 
laid down in the days of ancient Greece 
by Hippocrates, the great physician 


and scientist. He presented three 
fundamental principles upon which 
science must be built. Business de- 


cisions should be reached by much the 
same process. In substance these prin- 
ciples are: 1. There is no authority 
except facts. 2. Facts are obtained by 
accurate observation and experiment. 
3. Deductions are to be made only from 
facts. 

If the business man has every reason 
to believe that the facts before him 
are honest and sound is he in a position 
to make the proper interpretations and 
deductions from these facts? I pre- 
sented this question to Mr. Blake, who 
replied: 

“A page out of our experience may 
answer that question. After the found- 
ing of our business service, subscribers 
gtew to about three thousand. We 
reached this point and gained very few 
new subscribers. As it was our business 
to find out what was wrong with other 
businesses we practiced what we 
preached and did to ourselves what we 
did unto others. We had conducted 
our statistical services with the idea 
that business men wanted only the 
facts without any expression of opin- 
ion in regard to them. Analysis and 






in the light of proven 
facts it is easy to 
see both the woods 
and the trees.... 
and often a way 
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research convinced us that business 
wanted our opinions regarding the facts 
we assembled. As soon as we started 
to publish opinions, interpretations and 
forecasts our business grew by leaps 
and bounds. 

“With the extent and diversity of 
business facts today it is almost im- 
possible for any executive to have 
enough contacts or enough time to con- 
sider the entire array of facts and de- 
duce his own conclusions. If he did 
this he would do little else. Economic 
forces are so complex today that a man 
must study facts and figures about 
other businesses and industries than his 
own. He cannot be expected to know 
as much about them as about his own 
business so it is not illogical to assume 
that he should look to wise counsel for 
opinions and interpretations.” 

“Which type of business indices do 
you believe the most dependability can 
be placed upon?”, was my next ques- 
tion. 

“Many of the charts, graphs and in- 
dexes that are used are too empirical, I 
feel, to be of specific value as a man- 
agement tool. I favor strongly the in- 
dividualization of business statistics. 
Industries and businesses should be clas- 
sified and facts gathered on each unit 
of the classification. It is interesting 
to study the curves and lines on charts 
and graphs but at best one only gets a 
general interpretation of a general con- 
dition. Factual and statistical studies 
should be more specific and thorough. 
If there is a production slump that fact 
in itself is not enough. We must get 
behind the facts and find out the rea- 
sons, causes and effects. In business to- 
day we need more reasoning from the 
specific to the general. We have. too 
much reasoning from the general to the 
specific—and our tendency to general- 
ize business facts and statistics is one 
of the reasons for this mental tend- 
ency.” 


Before the market crash in 1928 and 
the subsequent depression in 1929, dan- 
ger signals were certainly evident in the 
available business statistics. Yet how 
many business men, how many busi- 
ness and government leaders, saw these 
danger signals and pointed them out to 
the public. Either the business statis- 
tics were wrong or the methods of ap- 
praising these statistics were wholly in- 
adequate. 

““A week before the market crash in 
October, 1928, the New York Times 
and the New York Herald-Tribune car- 
ried eleven prognostications made by 
business leaders, economists and bank- 
ers. According to these men, business 
was going on to greater and greater 
heights. And they offered “facts” to 
prove their statements. On the day 
before the crash one eminent economist 
and professor, in an article in the New 
York Times said, “‘stock prices are too 
low.” And then a few days after the 
October debacle one of our leading 
bankers, before sailing for Europe, 
called the market collapse, ‘‘a shaking 
out of the lunatic fringe.” If business 
facts and statistics, in the possession of 
these men, were the basis for such un- 
sound and misleading deductions, is it 
any wonder that a great many business 
men have lost faith and confidence in 
business statistics and facts as a trust- 
worthy barometer. 

We know, of course, that these ex- 
perts chose to forget facts for the pur- 
pose of creating a constructive and op- 
timistic psychology. Apropos of this 
Mr. Blake said, “Business psychology 
should be based on a sound analysis of 
sound facts. If the depression has 
taught us any one great lesson I be- 
lieve it has influenced business men to 
want and to get facts and then to make 
sure that these facts are sound. The 
statistics of our company indicated sev- 
eral months in advance that trouble was 

(Continued on page 39) 
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an achievementby LUDWIG BAUMANN 


HILE the shadows of gloom 
from the business depression 
have cast a twilight of pes- 


simism over the land, one great furni- 
ture store has established the most re- 
markable record of its seventy-three 
years of business existence. From July 
1, 1930, to July 1, 1931, Ludwig Bau- 
mann, one of New York’s outstanding 
furniture stores, had the most success- 
ful year in its history. A perusal of 
this remarkable record set out in the 
accompanying chart will give you the 
facts substantiating this statement. 

While merchants in every line of 
business were talking depression, this 
furniture store made its most remark- 
able record. WHY? 

Examine the figures in the chart and 
you will find the significant fact that 
credit, properly handled and properly 
promoted is the secret behind this 
amazing record. 53.5 per cent. more 
new accounts, 85,730 people opening de- 
ferred payment accounts with Ludwig 
Baumann this year. This surprising to- 
tal represents more new accounts than 
this store has ever before opened in one 
year’s business. This record increase of 
53.5 per cent. in new accounts resulted 
in a sales increase of 16.2 per cent. and 
an increase in total business volume of 
almost $2,000,000. 

It is our contention that credit prop- 
erly correlated with merchandising ef- 
forts and soundly administered, will do 
more than anything else to help bring 
business back. In all of Ludwig Bau- 
mann’s advertising and sales efforts, this 
company has capitalized on the power 
and importance of credit. An examin- 
ation of Ludwig Baumann’s credit 


methods proves that every new credit 
account has been extended for sound 
and scientific reasons. This company 
has not gone ahead and merely built up 
a record of 53.5 per cent. more new ac- 
counts through careless credit adminis- 
tration. 

Of course, the Ludwig Baumann ex- 
ecutives were awake to every essential. 
They were quick to take advantage of 
every change in market prices, they 
stimulated an increased buying demand 
and cleared their ‘“before-depression 
merchandise” soon enough to be in a 
strategic position to restock as the 
changing market created new low price 
levels. 

Take notice in particular of the last 
percentage figure on Ludwig Baumann’s 
scroll of accomplishment—32.9 per 
cent. more employees. These employees 
with money to spend also constitute an 
important purchasing power contribu- 
tion. 

We doubt that there is any record of 
merchandising and credit achievement 
in the country today that can equal this 
feat of Ludwig Baumann’s. Wise mer- 
chandising and wise purchasing have an 
important effect upon this year of ac- 
complishment, but the percentage figure 
that sticks out like a Mount Everest 
above the plains is the 53.5 per cent. 
more new accounts. Credit was utilized 
and utilized wisely. In this case, as in 
many more, credit was the motive power 
behind one of the greatest merchandis- 
ing successes of the present business 
year. 

In these days of declining sales, de- 
clining profits and declining employ- 
ment, there is a real object lesson in the 
amazing record of Ludwig Baumann. It 
is certain that Ludwig Baumann never 
would have achieved this record had its 
executives followed the lead of business 
and initiated a curtailment program 
over the past year. It would be well 
worth while to preserve this page and 
read it at least once a week. Clip a 
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35.7% more carloads 
40.43 more transactions 
53.5% more new accounts 


16.2% sales increase 
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routing sheet on this issue of the maga- 
zine and send it around to all the execu- 
tives in your company. They need to 
read the following record: 


16.2% SALES INCREASE 
Sales for the Ludwig Baumann Bus- 
ness Year ended June 30, 1931, $13,- 
666,793, the greatest amount in any 
one of the company’s entire 73 years 
of business. (Compared with $11, 
751,558 the preceding year.) 


40.4% MORE TRANSACTIONS 


Almost a million individual purchases 
were made in their stores this past 
year, an unparalleled number for 2 
homefurnishing organization. 


53.5% MORE NEW ACCOUNTS 
85,730 new people opened “deferred 
payment accounts” with Ludwig 
Baumann this year. More new friends 
than they ever made in one year. 


35.7% MORE CARLOADS 


They gave unemployment to more 
people than in any previous year. 
These people, with money to spend, 
did their bit to help fight the depres 


sion. 
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by HENRY H. HEIMANN 
Executive Manager, N. A. C. M. 


HE need for the National Associa- 
tion of Credit Men was never more 
pronounced than at the present 
moment. The maintenance of high 
credit standards must be an integral 
part of the foundations of business 
stability and of the welfare of mankind. 
The solution to our economic prob- 
lems can never be curtailment of pro- 
duction; such a policy can at best be 
nothing more than a temporary stop- 
gap to meet an unusual emergency. 
Taken as a solution for economic diffi- 
culties, it is an admission of failure; it is 
an acceptance of the darkly ominous 
conclusion that we do not dare advance 
further. Our great hope must lie in the 
development of a “science of distribu- 
tion.” We must learn that the prob- 
lems of distribution are even more vast 
in scope and in effect than are the prob- 
lems of production. We must believe, 
therefore, that ingenuity and courage 
and judgment and vision are at least as 
important in distributive activities as 
they are in productive operations. If 
we refuse to accept this conclusion and 
if we fail to act upon it, our economic 
system will become a distorted mon- 
strosity. It will crumple more and 
more frequently under the weight of 
“too much prosperity.” 
As an inseparable part of the science 
of distribution, there must be a science 


now 
WN more than ever 





the strong arm of 
clean credit prac- 
tice must hold and 
heighten the upward 
trend 


of credits. If this latter science fails to 
keep pace, our distributive system will 
itself be so distorted that it cannot func- 
tion. What question, then, can there 
be of the future of the Credit Associa- 
tion? Our economic order has become 
so complicated in its operation and our 
business practices have become so inter- 
twined in their effects, that no indi- 
vidual is powerful enough to work alone. 
Individualism need not be lost; but the 
individualism of one must be exercised 
in cooperation with the individualism of 
others. Effective co-operation does not 
mean the merging of individuals; it 
means joint action on the part of men 
who are intelligent enough and far- 
sighted enough to work together for 
ends which are mutually beneficial. 
Real co-operation is merely individual- 
ism made effective. 

If there is doubt in the mind of any 
one concerning the future of our as- 
sociation, such an attitude is not in 
harmony with the spirit of courage 
which has dominated the lives of those 
who have built the organization; neither 
is it a logical deduction to draw from a 
survey of the business world today, nor 
from a preview of the probable busi- 
ness world of the future. 

One need only go back to credit con- 
ditions and credit practices prior to the 
formation of the National Association 
of Credit Men to understand the im- 





portant role it has played in the de- 
velopment of credit technique and the 
improvement of credit practices. The 
very purposes and motives of our or- 
ganization are unselfish. Our vison has 
always been broad, working at all times 
for the benefit of general business rather 
than seeking to help any specific indus- 
try at the expense of other industries. 


Any program we have initiated has 
had as a fundamental, the elevation of 
business practices and the institution of 
high ideals in credit fields. Silently, al- 
most it seems unnoticed, we have gone 
about doing our work. Although 
credit has always been and will always 
continue to be the dynamo that supplies. 
the power for business expansion, there 
has been very little showmanship about 
it. Although its development has al- 
ways paralleled the progress of civiliza- 
tion, history does not give it the place 
it so richly deserves in matters pertain- 
ing to human welfare. 


It took a world crisis to parade cred- 
it on the commercial stage; its effect 
on human welfare was never more keen- 
ly appreciated than at the present mo- 
ment. 


Nationally, it has always been a tre~ 
mendous influence. An adequate credit 
system is as fundamental as the pur- 
suit of our agriculture. Whether it be 
through the National Association of 
Credit Men or some other organization,. 
the fluid commodity of credit will al- 
ways be developed, controlled, purified 
and fully utilized. There is a challenge 
thrown down for leadership in the field 
of credits today. No other organiza- 
tion is superior to ours in fine tradition, 
years of experience, deeds of accomplish- 
ment and high ideals. We have reached 
an age where a crystallization is at 
hand. That age could not have been 
reached without the fine background of 
experience and accomplishment that our 
organization possesses. Always con- 
structive, eternally vigilant, we have 

(Continued on page 40) 
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a compilation of business and 


straws in the wind 


blow hot, blow cold—the following straws indicate the 
strength and direction of the trade winds in recent weeks: 
AUTO PRODUCTION: Seasonal variations, preparations for style changes in 


months to come and the vacation layoffs have cut production of automobiles con- 
siderably during the past month. The news of the hour, of course, concerns itself 
with the plans of Ford, about which there are many rumors including one that 
has considerable circulation—an eight cylinder car around the turn of the year 
at a price to meet any competition. 


BANK CLEARINGS: For the week ending August 22, Bradstreet reports 
found clearings rising over the levels of the previous week by 3.1 percent, al- 
though at this level they were still below a year ago by 18.6 percent. New 
York City clearings were down by 14 percent from a year ago and cities outside 
New York were off by 25.8 percent. This larger total outside New York is due 
to bank failures in Toledo, which was 65.4 percent below a year ago. 


BUILDING CONSTRUCTION: On August 22, the Bradstreet monthly report 
noted the value of building permits to be $69,167,500 for 1931 as compared 
toa monthly total a year ago of $102,446,000, which represents a drop of 
36.4 percent 


BUSINESS FAILURES: Dun reports for the week of August 20, revealed 444 
business failures for that week in 1931 as compared with 436 failures in the cor- 
responding week of 1930, a rise of 1.8 percent. 


COMMODITY PRICES: The recent downward movement of wholesale prices 
halted in July, according to the Bureau of Labor Statistics, with the Bureau's index 
computed from 550 commodities and weighted according to each item's impor- 
tance, resting at 70, figured on a base of 1926 equal to 100. August breaks 
in some commodity prices make it possible that August's average may be lower, 
despite the bottom that seems to have been reached when viewing the steady 
average of 70 for both June and July as the end of the long downward trend of 
two years. 


FREIGHT LOADINGS: Revenue freight loadings for the week ending August 
8, were 734,780 a drop of 169,377 from the corresponding week's figures in 1930 
and 357,373 cars.below 1929. 


STEEL PRODUCTION: A slightly perceptible rise in production has occurred 
in this important industry, as reported in the Wall Street Journal for the week 
ending August 22. The rate was 33 percent of capacity compared with 32 per- 
cent in the week before. Possible wage cuts in this industry are being watched 
by industry throughout the country as an indication of possible wage-cutting 
nationally. 


- STOCK MARKET: Summer dullness on top of the continued low level of ac- 
tivity and prices has kept levels throughout the summer at a uniform level, despite 
occasional spurts after favorable news from abroad. The New York Times reports 
an incident suggestive of the Stock Exchange's dullness. A facetious note on 


the bulletin board of the floor read: “If you are looking for a real vacation—- 


large room, air-cooled, good food, speedy service, backgammon; if you want to 
loaf in ideal surroundings, write to our secretary.” 


D:: JULIUS KLEIN, whose analy. 
sis of business recovery appears 
elsewhere in this issue, told the 
delegates to the recent convention of the 
National Association of Credit Men 
about the species of bird known as the 
““woozle bird,” one that flies backwards 
because it is interested only in where it 
has been and not where it is going! 

That is one instance of man’s inferi- 
ority, because reverse propulsion is no 
easy task for any man anad walking 
straight forward, with the eyes turned 
to the rear continually, leads to a pain- 
fully stiff neck. Accordingly, it is wise 
for the business men of today to keep 
their eyes ahead. Concentrated study 
of analyses of what has gone on can 
teach us much about past mistakes but 
it is necessary to see what lies ahead 
before we tumble into a ditch, all our 
knowledge of past mistakes being of lit- 
tle worth in such an instance. 

Here follows an admirably frank, 
terse, and humble account of how the 
world crisis probably came about and 
what can be done about it. It is by 
Robert W. E. Masson, Chairman of the 
French National Committee of the In- 
ternational Chamber of Commerce. Re- 
viewing the present crisis, Masson em- 
phasizes the wide divergence of opinion 
as to its causes and the remedies pro- 
posed. He admits also that he has no 
solution of the problem. 


Among the causes to which the crisis 
has been attributed, he points out the 
war, over-production, under-consump- 
tion, over-extension of credit, gold 
movements. All of these, he says, are 
insufficient explanations of the causes 
leading up to the depression. 

By way of remedies he points out the 
following as having been suggested: 

“First cure: rejuvenate your 
methods of production, rationalize, 
etc., which is good but, for the 
present, this will increase unem- 
ployment. 

Second cure: which was success- 
fully applied in the second half of 
the 19th century: favor emigra- 
tion from over-populated coun- 
tries to less densely inhabited sec- 
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tions. But who wants to greet 
immigrants today? 

Third cure: Ask farmers to raise 
something which is not already su- 
perabundant. Is there any such ar- 
ticle? I hear that Canada is help- 
ing farmers to raise hogs instead of 
wheat. Not being very familiar 
with these problems, I do not know 
whether this is a good plan. But, 
if hogs are about the only article 
for which there is a demand and 
if everybody goes a-hogging, how 
will the cure work? 

Fourth cure: Let down trade 
barriers. This is a highly conten- 
tious problem as you know. I 
merely wish to say that the conse- 
quences of such an action should be 
carefully weighed because it is 
something that may help more than 
it hurts, but may also work the 
other way. 

Fifth cure: Let the creditor 
countries be liberal with their cap- 
ital and loan to agricultural coun- 
tries less strong financially. I 
suppose this is not intended to en- 
able the latter countries to increase 
their output and carry over their 
stocks, but to allow. them to repay 
their local indebtedness, incurred at 
very high rates of interest. This is 
a perfectly sensible proposal. It is 
already being done. The public 
will respond if they are satisfied as 
to the guarantees offered and as to 
the financial and political stability 
of the borrowers. 

“There is nothing sensational, nothing 
Particularly convincing about these 
cures, 

“Perhaps we had better beware of 
people who have a great plan for solv- 
ing all our problems at the same time, 
also of those who see the only means of 
silvation in State interference. No 
doubt good laws and regulations are 
useful, but only insofar as they act like 
the drugs prescribed by a sensible physi- 
cian, who wants to help nature and not 
to take its place. The golden middle 
way between ill-advised meddling and 
easy fatalism may be hard to find; it 
is the eternal problem which, like 


thermometer 


and indications 


the poor, we have always with us. 

“I very humbly confess that the pres- 
ent situation is terribly complex, that 
my ignorance is great, and that the 
power of man for reconstruction is in- 
finitely inferior to his power of destruc- 
tion. Perhaps we cannot ever hope to 
prevent crises or to mend them rap- 
idly. See what happens when two cars 
collide. We know, in their most mi- 
nute details, the structure of each car. 
We may know the detailed circum- 
stances of the accident. But we cannot 
foresee along what lines the two fabrics 
will be disrupted, because the determ- 
ining forces are too complicated; so we 
call them chance, or fatality. 

“But when the harm is done, we can 
help each other and we can try to learn 
some lessons. Never have we felt so 
clearly the economic interdependency of 
the continents. We must come togeth- 
er, confront our problems, exchange 
our views, learn from each other. If 
no general miracle can be devised to re- 
lieve the world situation, let us consider 
each aspect of it, and find out smaller 
and more practical remedies.” 


with the exception of Fisher’s Index, U. S. 
Department of Commerce charts (right) 
are based on 1923-1925 average — 100 


(below) the trail of market-glutting 1915 
to 1929 from the Cleveland Trust Co. 
Bulletin 
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this analysis of develop- 
| ments in the Mexican 
monetary situation came 
to the Foreign Credit 
Interchange Bureau 
of the National As- 
sociation of Credit Men 
from confidential sources. 


SUMMARY of the Mexican 
monetary law and its effect on 
business reveals that the new 

monetary law, abolishing the gold 
standard, and substituting therefor the 
silver peso as defined by the law of 
October 27, 1919, was presented to 
Congress for its approval on the after- 
noon of Saturday, July 25, 1931, and 
was immediately passed by both Cham- 
bers. The decree was signed by the 
President on the same afternoon, and 
was published in the official organ on 
July 27, the law becoming operative 
immediately. The measure was held in 
great secrecy, and, consequently, it was 
not possible for commerce to take pro- 
tective measures to mitigate the losses 
which the law entails. 

The principal features of the law are: 

1. The par value of the monetary 
unit (the silver peso) is established at 
75 centigrams of pure gold. 

2. Legal currency now consists of 

(a) Notes legally issued by the 

Bank of Mexico; 

Silver pesos, coined in ac- 
cordance with the law of 
October 27, 1919; 

(c) Fractional currency consist- 
ing of ten, twenty and fifty 
centavo silver - pieces, and 
one, two and five centavo 
copper-pieces. 

3. Notes issued by the Bank of Mex- 
ico will circulate voluntarily, but their 
acceptance in government offices in pay- 
ment of taxes, services and custom 
duties will be obligatory. 

4. Silver pesos are now legal tender 
for any amount. 

§. Fractional currency of ten, twen- 
ty and fifty centavos is legal tender up 
to twenty pesos, and coins of one, two 


(b) 








Mexico 


and Mexican credit 


and five centavos are legal tender up 
to two pesos. 

6. Government offices will receive 
such fractional currency, however, 
without limitation, in payment of 
taxes, services and custom duties. 

7. Obligations contracted in Mexi- 
can gold may be liquidated with silver 
or copper, within their respective limi- 
tations, at par. 

8. Foreign currency is not legal 
tender in Mexico, and debts incurred in 
such currency may be liquidated in sil- 
ver, at the rate of exchange current at 
the date of maturity of the obligation. 

9. The stipulations contained in the 
preceding two articles cannot be waived, 
and any renouncement thereof will be 
void. 

10. Defaced coins have no legal ten- 
der value, and will not be accepted in 
Government offices. 

11. The issuance of notes by the 
Bank of Mexico will be in strict ac- 
cordance with the law of August 28, 
1925, and its amendments. 

12. Coining of silver pesos is strict- 
ly prohibited. 

13. Silver pieces of ten, twenty and 
fifty centavos, and copper coins, can 
only be coined when required by the 
monetary needs of the Republic, and in 
exchange for silver pesos, which must 
then be retired from circulation. 

14. A reserve fund, known as the 
monetary reserve, is established from the 
following sources: 

(a) Values constituting the bal- 
ance of the regulating fund 
created by the law of March 
25, 1905; 

Profits derived from exchange 
operations on account of the 
reserve 

(c) The difference between the 
cost of acquisition and the 
monetary value of metal used 
in coining fractional currency, 
or which may result from re- 
coining coinage of earlier is- 
sues; 

The commercial value of the 
metal contained in silver pesos, 
which may be received in ex- 


(b) 


(d) 


change for fractional cur. 
rency; 

(e) The product of loans which 
may be contracted in order to 
increase the reserve; 

(£) Such sum as may be annually 
set aside in the budget for the 
purpose of increasing the re- 
serve, or the product of taxes 
assessed for that purpose. 

15. The monetary reserve is intend- 
ed exclusively to cover the expenses or 
losses which may be sustained in for- 
eign exchange operations which may be 
made on account of the reserve. 

16. The monetary reserve retained 
in the Republic will consist of gold bul- 
lion or coinage, or of silver bullion or 
coinage calculated at the commercial 
value of the metal content, with the ex- 
ception of fractional currency not ex- 
ceeding three per cent. of the total silver 
pesos in circulation, which it may be 
deemed prudent to retain for exchang- 
ing for pesos as the money market may 
require. The portion of the reserve 
fund which may be held abroad must 
be on demand deposits in banks of un- 
questionable responsibility, or must con- 
sist of deposits of gold or silver bullion. 

17. Silver pesos in exchange for 
fractional currency held in the reserve 
fund will be melted down, except such 
as may be required for exchange for the 
older issues of one and two pesos silver- 
pieces, which are to be retired from cit- 
culation. 

Gold coins are no longer legal ten- 
der, and all restrictions governing their 
export or import are removed. 

Obligations in any kind of Mexican 
currency, contracted prior to the pass 
ing of the law, may be liquidated in sil- 
ver pesos, at par. Banks may liquidate 
gold deposits at sight, or at 30 days or 
less, thirty per cent. in gold and the 
balance in silver pesos, at par. 

Obligations in foreign currencies con- 
tracted within the Republic are to b 
liquidated in accordance with article $ 

(above), unless the debtor can prove 
that the money received by him wa 
Mexican currency, in which case the 


debt may be settled at the rate of x 
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change originally used in making the 
conversion, or, if this cannot be deter- 
mined, then at par. 

The law establishes a banking com- 
mission, consisting of the Secretary of 
Finance, as President, a delegate appoint- 
ed by the administrative council of the 
Bank of Mexico, and five delegates ap- 
pointed by banking institutions 
throughout the Republic. The commis- 
sion will authorize the issuance of notes 
by the Bank of Mexico by virtue of 
rediscounting operations, administer the 
funds constituting the monetary re- 
serve, and determine the cash reserves 
which the banks shall maintain in order 
to guarantee deposits at sight or at 30 


losses suffered by traders: 


1. The difference between the exchange value of the gold peso 
(say $0.49 U. S.) and that of the silver peso (say $0.30 U. S.) ap- 
plied to all of their accounts receivable, covering sales in Mexican 


gold. 


2. The same difference applied to 70% of their Mexican gold de- 
posits in banks other than the Bank of Mexico and the two other 


small Mexican banks. 


3. The unexpected losses in accounts receivable, which may re- 
sult from the inability to collect, even in silver, from customers 
who likewise are adversely affected by monetary law and special 
tax law, and who may be forced into liquidation. 


4. The additional exchange which they must pay in purchasing 
foreign currencies to settle their obligations abroad. 


5. A special tax of one per cent. of gross sales and other income 
in 1930, which is payable in three bi-monthly instalments in 1931. 


days or less. 

Before any decisions may be taken by 
the commission, they must be approved 
by the delegate of the Bank of Mexico, 
and the majority of the other members. 
The Secretary of Finance may veto any 
resolution taken by the commission if, 
in his judgment, the economic equili- 
brium of the Republic may be affected. 

The funds and values constituting 
the monetary reserve retained in the Re- 
public, will be held on deposit by the 
Bank of Mexico under the direct care of 
the Banking Commission, apart from 
other funds and values of the Bank. 

Two thirds of the cash reserves of 
the various banks will be held in a vault 
under the vigilance of the Banking 
Commission, and the remaining third 
will be held by the respective banks. 

The issuance of notes of the Bank of 
Mexico in rediscounting operations may 
only be made within the limits de- 
termined by the Banking Commission, 
and in transactions approved by it. 

Prior to the passing of the law, the 
silver peso was legal tender only up to 
twenty pesos, and silver two-peso pieces, 
of which there were relatively few in 
circulation, were legal tender up to one 
hundred pesos. 

Owing to the greater stability of the 
gold pesos in relation to foreign curren- 
cies, it had become customary for dis- 


tributors in Mexico to compute their 
costs in Mexican gold, and to establish 
their selling prices in the same currency. 
Upon the passing of the monetary law, 
their receivables in Mexican gold became 
payable in silver at par, resulting in an 
enormous loss, for which few of them 
had made provision in the way of re- 
serves for exchange losses. 

Seventy per cent. of their bank de- 
posits in gold have been paid in silver, 
increasing the loss which will be sus- 
tained in their receivables (the Bank of 
Mexico and two small Mexican banks 
having few gold deposits are paying their 
depositors one hundred per cent in gold, 
but all other banks, both Mexican and 
foreign, are paying only thirty per cent. 
in gold and the balance in silver at par, 
in accordance with the terms of the 
law). 

Their accounts payable, if they im- 
port direct, are in dollars or other for- 
eign currencies, and as the silver peso 
has further declined in value in relation 
to foreign currencies since the passing 
of the monetary law, they are confront- 
ed with still greater losses in liquidating 
their commitments abroad. 

Owing to the fact that the banks are 
now required to deposit a certain amount 
of their silver deposits with the Bank- 
ing Commission, they are not at present 


(Continued on page 50) 





W. J. AUSTIN, President of the 


Austin Company, Cleveland, ana- 
lyzes the laundry as a credit risk 


REDIT responsibilities, always 

keen, are greatly increased in 

times of business depression. 
Money, released from the demands of 
normal operation, becomes more plenti- 
ful, but the exigencies of the business 
situation enhance the credit risk until 
the question becomes not so much one 
of whether or not to lend but of where 
to lend. 

When production is at low ebb, many 
requests for credit involve contem- 
plated modernizing or replacement of 
manufacturing plants, executives in 
many cases feeling that the time to 
get ready for greater business is that 
time when operations will be inter- 
fered with least. Such reasoning is 
usually sound, particularly if the con- 
templated building operations are to 
assure modern manufacturing condi- 
tions, under which better work will be 
done at less cost and with improved 
working conditions for employees. 

Decision on this class of credits in- 


while other industries are 
watching the public wash- 
ing of their soiled linen the 
washing industry boasts 
little soiled linen to wash 


volves the long view of the business 
of the applicant, because the credit is 
being sought for the betterment of 
future conditions rather than for use 
in a business whose present needs can 
be cited. There are some lines of in- 
dustry, however, which are affected by 
the fluctuations of ordinary business so 
little that their credit problems remain 
a thing apart, to be considered without 
relation to general conditions. 

Our company recently completed a 
nation-wide survey of the laundry in- 
dustry, and the replies returned to our 
questionnaires indicated the business as 
a whole had survived the effects of the 
depression remarkably well. The sur- 
vey showed that laundrymen generally 
were operating their plants at about 
70 per cent. of capacity, and many 
reported a substantial increase over 
1930. While there was some complain- 
ing about unfair competition, the vast 
majority were showing a good profit on 
the business done. Especially was this 
true where modern plants were being 
operated. 

There are more than 6000 laundries 
in the United States today, and they 
did a gross business of nearly $500,- 
000,000 in 1930. More than $160,- 
000,000 is invested in plants and equip- 
ment. In actual operation, the laundry 
industry is to be regarded more as a 
public utility, because of the universal 
nature of the market served, both dom- 
estic and commercial. It is also note- 
worthy because it has 52 sales cycles 
every year. 

A recent investigation of the Laun- 
dryowners National Association, com- 
prising the leading laundryowners in 
the United States and Canada, revealed 
that 50 per cent. of the laundry’s week- 
ly business is on a cash basis, and 50 
per cent. on a credit basis, with 20 days 
being the average length of time that 
an account is outstanding. Few busi- 
ness have such a favorable operating 
status. 


clean 


The investigation further revealed 
that only 23 per cent. of the working 
capital is represented by inventory; 
that 81 per cent. of the capital is owned 
and that 22 per cent. of the capital has 
been secured through profits. The in- 
dustry is comparatively free from fail- 
ures, and spent $5,225,000 for adver- 
tising and promotion in the past four 
years. 

Here then is a nation-wide and year- 
around business. Its operation is most 
favorable for adoption in nearly any 
sizeable community. I am inclined to 
think that the increasing importance of 
the laundry industry every year has 
epitomized the emancipation of the 
housewife from domestic drudgery, and 
the advancing living standards of the 
country. Its logical program is to per- 
form better work at lower cost through 
up-to-the-minute plants. 

The laundry business is no different 
from other industries in that present 
conditions necessitate new operating 
methods and plant facilities. Straight- 
line production, labor-saving equipment 
and improved working conditions are 
contributing to reduced costs of opera- 
tion in the modern plant. We are un- 
willing to concede that the building is 
not an integral part in gaining this 
efficiency. One of our clients for 
whom we designed and built a modern 
laundry reported a 25 per cent. iacrease 
in business before the new plant was 
opened, simply because route men, sales- 
men and the advertising department 
cashed in on the opportunity of selling 
a new plant to the housewife. In 
reality, the plant sold itself. Substan- 
tial gains in efficiency were reported 
after this laundry began operations. 

We often hear complaints from laun- 
dry-owners that bankers do not give 
fair consideration to their applications 
for loans. No doubt one reason for this 
is that bankers have known very little 
about the laundry business in general. 
Another reason may have been that the 
laundry-owners themselves knew 100 
little about their own business from the 
cost accounting standpoints. 

However, a general picture of the 
laundry industry as compiled by its na- 
tional organization may interest credit 
men who have applications for loans 
pending. According to the 1929 suf- 
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vey, the average laundry dollar received 
was distributed as follows: 


Per Cent. 
Productive labor ............ 26.88 
Collection and delivery ...... 17.70 


Office, administrative, selling.. 15.11 


OE coined aeetekinas as 9.88 
Machinery, equipment, overhead 8.81 
Indirect overhead .......... 5.46 
ee eee 5.41 
Building overhead .......... 3.68 
RETR EET 8.07 


Additional facts and financial possi- 
bilities of the laundry industry are evi- 
denced by a consolidated statement of 


assets and liabilities for 1929. It fol- 
lows: 
ASSETS Per 

Current Assets Cent. 
Me Pak Seats $ 15,295,620 3 
Accounts Re- 

ceivable ....... 35,689,780 7 
Inventory ....... 30,591,240 6 
Other Current 

Batter = 660%. 


50,985,400 10 


Total Current 
Assets :...... $132,562,040 26 

*Prepaid insurance, 
interest paid in ad- 
vance, prepaid ex- 
penses 
Fixed Assets 
Land and _ Build- 

ee ok sats $147,857,660** 29 
Machinery a n d 

equipment ..... 229,434,300** 45 
Total Fixed 

| ee $377,291,960 74 


Total Assets ...$509,854,000 100 
**Less Depreciation 
LIABILITIES 

Current Liabilities 

Accounts and notes 
payable ...... $ 56,083,940 11 

Long Term Liabilities 

Mortgage and bonds 


Per 
Cent. 


payable ........ 40,788,320 8 
Net Worth 
Capital Stock 300,000,000 59 
aD Sy ie cer sy 112,981,740 22 
Total Net 
Worth ...... $412,981,740 81 


Total Liabilities 


and Capital ... 


$509,854,000 100 


Balance Sheet Relationships 
Net Working Capital... . $76,478,100 


Net Working Capital ratio $2.36 
Earned on Net Worth... 9.9% 
Per Cent. Operating Profits 
on Total Capital....... 8.07% 
Turnover of all Capital. . $1.00 
Turnover on Fixed Prop- 
ee ae $1.35 


For the individual laundry-owner, 
the banker naturally loans money on 
the credit worth of the borrower, and 
this depends on the present condition 
and future possibilities of the business 
and the character of the person seeking 
a loan. The banker gets a good an- 
alysis of a man’s character from gen- 
eral observation and reliable recommen- 
dations. But to analyze the business 
and determine its prospects, it is neces- 
sary to obtain more specific informa- 
tion. This data is usually available in 
the form of a statement of assets and 
liabilities, income statements and other 
supplementary information. 

A borrower’s capital position can be 
determined from his statement of assets 
and liabilities. His ability can be de- 
termined primarily from his income 
statement and secondly from his state- 
ment of assets and liabilities. These 
two statements show what he has ac- 
complished over a period of time, and 
how he has done it. 

In one case which has come under 
our observation, a large eastern laundry 
was operating in a four-story plant 
and decided to replace it with a mod- 
ern single-story building, laid out for 
efficient straight-line production meth- 
ods. The new plant was built to take 
care of a business practically twice the 
size of that done in the old plant. The 
business this laundry is doing, approxi- 
mately $600,000 annually, is being done 
at a saving in operating cost of 6 per 
cent. on its gross receipts, with an ad- 
ditional saving of 2 per cent. on the 
volume of business by means of ef- 
ficient power plant operation. 


This laundry, costing $300,000, con- 
sists of a main building 160 by 210 
feet, with a mezzanine classifying de- 
partment, a boiler and engine room and 
a garage. It can readily be seen that 
with a saving now of $48,000 a year, 
it will take but a little over six years 
for the savings on the present volume, 
which is but half the capacity of the 
plant, to pay the entire cost of the 
plant. Operation at full capacity would 
pay all the new plant cost in three 
years. 

Another laundry, operating a multi- 
story plant, has established a new 
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branch in a neighboring city. This 
branch, a modern single-story struc- 
ture with mezzanine, is showing a sav- 
ing of 7 per cent. in operating cost and 
144 per cent. in power plant cost on 
a business of $150,000 a year. As the 
cost of the new building and equip- 
ment was $80,000, it is evident that a 
saving of $12,750 each year will pay 
for the new plant in a little more than 
six years. Many similar cases might 
be cited. ' 

We know from experience that bank- 
ers are making a desirable loan, with no 
unreasonable risk, when they assist a 
capable and progressive laundry-owner 
build a new plant or modernize his 
present facilities. If a satisfactory mar- 
ket is present, a modern laundry will 
return an adequate and steady return 
on the investment, and function with 
the precision of a machine under in- 
telligent management. 
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From the insurance reservoir run the twin streams of loss 


payments and conservation. Insurance does more than in- 
demnify; it protects and conserves. This conservation 
phase of insurance is often overlooked by business, 


by ALBERT W. WHITNEY 


National Bureau of Casualty 
and Surety Underwriters 


NSURANCE is primarily distribu- 
tive: it creates a fund made up of 
the contributions of those who are 

exposed to a risk and distributes it to 
those who have experienced the misfor- 
tune. Conservation, the prevention of 
the misfortune itself, is a by-product. 
By-products however have often turned 
out to be more important in the end 
than the primary products themselves. 
Conservation has proved to be more im- 
portant than distribution in several lines 
of insurance and this may turn out to 
be eventually the case in other lines. In 
all lines conservation is coming to be 
more and more important relatively. 

Insurance as distribution consists, in 
its essentials, first, in the determination 
of the amount, the premium, that must 
be charged to one who is exposed to a 
risk in order to create a fund sufficient 
to make payments to those who will 
have suffered this misfortune, which is 
the work of the actuarial department; 
second, in the getting together of a 
group of persons, the assured, who de- 
sire to enter into such an arrangement, 
and the collection from them of the 
proper premiums, which is the work of 
the production department; third, in the 
distribution of the funds so collected to 
those who have suffered the misfortune, 
which is the work of the claim depart- 
ment. 

It will be observed that the two types 
of payment, first, the payments to the 
insurance company by those who are 
exposed to the risk, and _ second, 
the payments by the company to 
those who have experienced the mis- 
fortune, differ radically in one respect. 
The payments by the assured are pay- 
ments-certain, the payments to the as- 
sured are payments contingent upon 


‘ servation creeps in? 
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whether the misfortune has or has not 
occurred. The assured exchanges the 
possibility of a contingent loss for a 
smaller payment-certain to the com- 
pany. The company on its part se- 
cures the certainty that is necessary for 
the conduct of its business through the 
combining of a large number of risks 
and the working out of the law of 
averages. 

Now how is it and where is it, in the 
working out of this system of distribu- 
tion which does no more than spread the 
incidence of the misfortune, that con- 
Why should not 
insurance confine itself to the primary 
task of distribution? This in fact is 
what happens in the early stages of in- 
surance. It is only comparatively re- 
cently that conservation has come to 
play any important part in either fire in- 
surance or life insurance. 

The typical fire underwriter of fifty 
or sixty years ago not only quite defi- 
nitely looked at his job solely as one of 
collection and distribution, but when 
he thought of fire prevention it was 
with the feeling that it was something 
that would tend to make insurance un- 
necessary. Today however the fire in- 
surance companies are the leaders in the 
intelligent and effective conservational 
activities of the country in the field of 
the fire hazard. It is similarly only 
very recently that the saving of life 
has entered into the consciousness of 
life insurance underwriters as part of 
their job. 

Casualty insurance is a much newer 
form of insurance and from the first it 
has been more hospitable to the idea of 
prevention, and preventive activities 
have always had some considerable place 
in it. At least two lines of casualty in- 
surance have, however, been developed 
in such a way that prevention has as- 
sumed the major place. The most not- 
able of these is steam boiler insurance. 
A steam boiler explosion is such a fright- 
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ful catastrophe, and an explosion is so 
clearly not an “act of God” but an act 
of man and subject to control, that from 
the first the preventive aspects of steam 
boiler insurance have been of import- 
ance. In fact today the part of the 
premium that goes into prevention is 
three or four times as large as the part 
of the premium that goes to pay the 
losses. The same thing, to a less de- 
gree, holds fur machinery insurance and 
elevator insurance where the cost of in- 
spection is also greater than the losses. 


Fire insurance, workmen’s compensa- 
tion insurance and life insurance are the 
best forms of insurance in which to 
study the economic aspects of conserva- 
tion. Consider the case of an ordinary 
life insurance policy for instance. The 
examination has been made, the risk has 
been accepted, the premium has been 
fixed, the stage has been completely set 
and the only element of uncertainty in 
the situation is how long the assured will 
live. 


If he lives out his “insurance expect- 
ancy” the company will break even, if 
he lives beyond this point the company 
will make money so far as this risk is 
concerned, both because of the interest 
on the reserve during this extended pe- 
riod and through continued payment of 
the premiums. If he fails to reach this 
point the loss will have to be made good 
by the accumulations on the policies of 
those that have lived longer. Now, 
while through the working out of the 
law of averages the business can be con- 
ducted satisfactorily on such a basis, if 
the company by its efforts can make a 
given assured live longer than he other- 
wise would or if the company can raise 
the expectancy of its assured in general, 
such results are clearly a benefit to the 
company and the sole question from an 
economic point of view is whether or 
not this benefit to the company has been 
secured at too great a cost to make it 
profitable. 

The situation is practically the same 
in the case of fire insurance. A build- 
ing has been insured. If the building 
burns during the year, the company will 
have to pay under its policy; if it does 
not burn, the company will not have 
to pay. It is clearly to the benefit of 
the company to prevent the building 
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from burning provided this can be done 
at not too large an expense and it is 
clearly to the benefit of the company to 
reduce the burning-ratio in general of 
the risks that it insures. 


The fire insurance situation differs 
from the life insurance situation, first, 
in the fact that destruction may be 
postponed indefinitely as over against 
the certainty of death and, second, in 
the fact that the fire insurance contract 
runs only for a year, or a few years as 
over against a contract in life insurance 
that runs in general during the life of 
the assured. The former distinction is 
of no importance either actuarially or 
socially but the latter has significance 
and introduces a new consideration that 
has an important bearing upon conser- 
vation. 


Rates in insurance are made upon ex- 
perience but the making of rates upon 
experience involves, first, the comple- 
tion and maturing of the experience 
over the period in question, second, the 
compiling of the experience, and third, 
the making of rates thereupon. All 
these things take time and further time 
is required for getting the rates into 
effect. Therefore a period must elapse 
before a change in experience shows in 
the cost to the assured. In other words, 
there is always a time-lag between the 
experience and the rates. If there were 
no time-lag on the one hand and if on 
the other hand the contract were such 
that the rates were adjusted immediate- 
ly as the experience changed, there 
would be no economic inducement for 
the exercise of preventive activity, for a 
change in experience would immediate- 
ly show in the rates and there would 
therefore be no opportunity to capital- 
ize the effects of prevention. 

The extended duration of the con- 
tract and the time-lag are therefore ex- 
actly the elements that make preven- 
tive activities profitable. This is not all 
however. When there is a time-lag a 
decreasing loss-cost results in a profit 
but by exactly the same reasoning an 
increasing loss-cost results in a loss. And 
just as preventive activities may be en- 
tered into in order to produce a profit 
sO preventive activities must be entered 
into, if there is danger of an increasing 

(Continued on page 37) 









































































































































































































































































































































your brains.” 

Taxicab Driver Hyman 
Goldstein looked quickly into the back 
of his cab. There he saw a very good 
reason for complying with that sharp 
command. A desperate hold-up man, 
revolver in hand, face pimpled with 
sweat, a fearful, hunted look in his 
eyes, repeating in breathless, staccato 
tone, “Drive like hell or you’re on the 
spot—see?”’ 
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44 D RIVE fast or I’ll blow out 


Goldstein accelerated his car into a 
crosstown spurt but the busy, close- 
packed stream of traffic of Madison 
Avenue, New York, halted him. A 
half-heard curse preceded the slam of 
the cab’s door. Goldstein turned to see 
his fare hot-footing it through the 
dense lane of traffic in front. 


Suddenly a shot. Traffic stopped. 
Police came running. Goldstein’s fare 
lay on the heated paving stones—dying, 
with a bullet in his heart. 


Cornered by three policemen, he shot 
himself! 


The evening papers narrated the 
events leading up to the tragedy. The 
dead man was Saul Black. He stole 
the contents of the cash register at a 
hat store at Broadway and Thirty-first 
Street a few minutes after four o’clock 
and then ran out, followed by Louis 
Frender, manager of the store, who 
shouted for help. 


Patrolman Deutsch of Traffic Pre- 
cinct C, the graphic news account of 
the robbery continues, took up the 
chase, firing a shot at the fugitive, who 
replied. Both bullets went wild and 
though there were many persons and 
vehicles in the street, did no damage. 
Black leaped to the running board of 
a taxicab driven by Isaac Ginsberg, of 
651 Southern Boulevard, the Bronx, and 
forced him from the seat at the point 
of his revolver. 

As Ginsberg stepped to the pavement 
and Black was climbing into the 
driver’s seat, Patrolman Deutsch fired 
again and a bullet struck Ginsberg in 
therleft leg. He fell, and Black slipped 
out the opposite side of the cab and 
ran through Thirty-first Street to Fifth 
Avenue, turning twice to fire at the 
policeman, who returned the fire. 

As fugitive and policeman raced 
through Thirty-first Street exchanging 
shots, several bullets went through the 
big show windows of a pet shop at the 
northwest corner of Thirty-first Street 
and Fifth Avenue, shattering not only 
the glass but the magnificient boredom 
of several wire-haired terriers and chow 
pups which were accustomed to yawn 


daily in the face of New York. The 
Textile Building at Thirtieth Street and 
Fifth Avenue also suffered from the 
bullets. 

Black ran down Fifth Avenue to 
Thirtieth Street and boarded a taxicab 
driven by Paul Bondi, of 86 First Ave- 
nue. Bondi had a passenger, however, 
and Black abandoned his project of 
seizing the vehicle and dodged through 
the traffic to the east side of Fifth 
Avenue, where he boarded a taxicab 
driven by Hyman Goldstein, of 967 
Fifty-third Street, Brooklyn. 

Thus Goldstein became acquainted 
with him and, then, the police a few 
moments later. But to the Fraud Pre- 
vention Department of the National 
Association of Credit Men, Black was 
well known for the Department had 
been searching diligently for him for 
some four years. 

Oddly enough, Black shot himself at 
the corner of Thirty-second Street and 
Madison Avenue—exactly one block 
from the Fraud Prevention Department 
offices. There the next morning the 
department’s file on Saul Black was 
closed. The tale it contains is colorful. 

On February 24th, 1926, a well 
groomed young man called at the office 
of a prominent Boston concern and rep- 


resented himself as the buyer from the ~ 


Franklin Mills of Philadelphia. The 
Franklin Mills were located at 27 So. 
4th Street, Philadelphia. In order to 
establish his identity this slick young 
fellow presented a card bearing the 
name Franklin Mills, but without any 
address. Here was the hitch that might 
have put credit managers on their cau- 
tion. 

More than $2,000. worth of mer- 
chandise was ordered and shipped to 27 
No. 4th Street, the address given by 
the buyer. You will notice that the 
legitimate concern was located at 27 
So. 4th Street, while the address given 
by the buyer was 27 No. 4th Street. 

The seller of the merchandise ad- 
dressed a letter to the legitimate con- 
cern at 27 So. 4th Street, which ad- 
vised immediately that they had placed 
no order nor received any merchandise. 

A few weeks before this Boston in- 
cident occurred, a similar incident was 
reported to the Fraud Prevention De- 
partment as having happened in an- 
other state though an entirely differ- 
ent firm name was used. The simi- 
larity of the two incidents led the 
Fraud Prevention officials in the New 
York office, after a complaint had been 
filed by the defrauded creditor in Bos- 
ton with the New England Case Com- 
mittee, to make an investigation in 


Philadelphia. By a process of elimina- 
tion, suspicion was directed to one Saul 
Black, who several years before had 
served a term of imprisonment for a 
similar offense. 

A photograph of this Saul Black was 
loaned our officials by the Police De- 
partment of Camden, N. J. The pho- 
tograph was sent at once to Boston and 
the face appearing on it was imme- 
diately recognized by three employees 
of the manufacturer from whom the 
merchandise had been obtained. 

Black was then placed under surveil- 
lance in Philadelphia, and an “under- 
cover” man mingled with him and his 
associates and reported their activities 
to the department. 

Complaints piled up in the depart- 
ment from New York and Rhode 
Island concerns, as to frauds of a simi- 
lar nature having been practiced upon 
them, and in most all of the cases oc- 
curring in New York the photograph 
of Black was identified by employees of 
the defrauded concerns as the man who 
had made the purchases. 

Evidence developed to show that in 
most cases shipments were diverted in 
Philadelphia after their arrival at the 
railroad terminal, and that within ten 
minutes the original markings on all 
cases were changed. 

The Philadelphia, Boston and Buffalo 
representatives of the Fraud Prevention 
Department devoted considerable time 
to the case, and as a final result of their 
efforts, coupled with the evidence se- 
cured by the New York staff, Saul 
Black was indicted in Boston during 
June, 1926, on a charge of larceny and 
his arrest in Philadelphia followed short- 
ly thereafter. 

A bitter fight was put up on ex- 
tradition proceedings, but eventually 
Governor Pinchot of Pennsylvania di- 
rected Black’s removal to Boston. As- 
sistant Prosecutor Alpert of Boston, 
whose work is most highly commended 
by our Department, found it necessary 
to make several visits to Philadelphia 
with Police Inspector Donovan and was 
forced to fight every step of the way 
in order to bring about Black’s extra- 
dition. 

After spending the entire summer in 
a Boston jail awaiting trial, Black sud- 
denly awoke to the realization that he 
had been deserted by his associates, 
when he had every reason to believe 
that they would stand by him in the 
event that any criminal action occurred. 
At least they would see that he was re- 
leased on bail. He became a little em- 
‘bittered against his confederates, and 
early in September in the presence of 
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himself 


state justice is 
cheated as justice 
is self-imposed 


one of our Department officials Black 
decided to plead guilty and to make a 
complete confession of his part in the 
scheme to defraud. 

His confession implicated Rubin 
Saul of Philadelphia, one of Black’s for- 
mer pals, as being the “brains” of the 
entire conspiracy. Black alleged that 
Rubin Saul accompanied him to Boston 
in February of 1926, during which time 
orders for merchandise were placed, and 
that he acted constantly under Rubin 
Saul’s direction. 

Black was taken before the Suffolk 
County Grand Jury by Mr. Alpert, and 
as a result of his testimony, an indict- 
ment was returned against Rubin Saul 
on a charge of conspiracy to commit 
larceny with others. Rubin Saul’s ar- 
rest followed in Philadelphia, the arrest 
being based on a warrant issued in Bos- 
ton. Black was released under a re- 
duced bail bond furnished by relatives. 

At a hearing held in Philadelphia dur- 
ing the third week of November, Mr. 
Alpert had Black testify against Rubin 
Saul in the extradition proceedings and 
the court directed Saul’s removal to 
Boston, where he arrived on November 
24th. On December 18th, after being 
aided by prominent criminal lawyers, 
Rubin Saul was convicted on the in- 
dictment returned against him, and on 
December 21st was sentenced to a term 
of imprisonment of one year and six 
months, and fined in the sum of $500. 

Black, pleaded guilty, appeared as a 
Witness against Saul, and as a result 
sentence was suspended. However, in 
view of the fact that it was found that 
his schemes were being continued, the 
County Prosecutor in Boston had been 
seeking Black for the past four years 
for the purpose of having the Court 
impose a prison sentence. 

Black, if convicted on the last in- 
dictment returned against him in New 
York, would probably have been clas- 
sified as a fourth offender, which calls 
for life imprisonment. 

Police Detective Sullivan, of the New 
York County Prosecutor’s office, to- 
gether with the investigators of the 
National Association of Credit Men 
spent considerable time and effort in 
an endeavor to locate Black, and it was 
only recently that information had 
been received to the effect that he was 
back in New York City and was prob- 
ably working with a group of racketeers 
here, whose whereabouts are also being 
sought. 

Black’s first criminal record appears 
to have started at Camden, N. J., at 
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which time he was convicted and sen- 
tenced to a term of imprisonment on 
a charge of grand larceny. As late as 
the Spring of this year he was reported 
to have been seen in Philadelphia. 

Black was never known to resort to 
rough tactics in his various schemes 
prior to his death. He was well known 
to the representatives of the Fraud Pre- 
vention Department, who looked upon 
him as a smooth individual, one who 
had a “good front”, a convincing talk- 
er, and not of the type that would be 
generally looked upon as a schemer or 
a gun-toter. 

Those in charge of the activities of 
the Fraud Prevention Department were 
more than surprised to learn that the 
man for whom they had been searching 
for four years, had ended his life almost 
at their doorstep. 

Charles J. Scully, Director of the De- 
partment, said that “Black’s death un- 
questionably, cheated the Fraud Pre- 
vention Department of several convic- 
tions for Black was long known as one 
who never hesitated to tell all he knew 
about his associates in his criminal ac- 
tivities, once he had been apprehended 
by police officials. 

“His motto at all times was self 
preservation and gave the lie to that 
rather well worn theory often expound- 
ed by the movies in their criminal pic- 
tures—there is honor among thieves. 
On no occasion had he recognized the 
underworld code of silence, for although 
he seldom pursued his criminal activities 
alone he was for himself and no one 
else whenever trouble appeared on the 
horizon. 


“Since his death we have gathered 
some additional facts and much more 
information has drifted into our office 
concerning the activities of this man 
during the two years prior to his death 
—the years that we were trailing him 
from city to city in different sections 
of the East. 

““He was at times engaged in minor 
forms of racketeering, efforts along 
stool-pigeon lines and various other 
forms of underhand criminal activities. 
Just prior to his self-execution we had 
gained several tips concerning Black’s 
activities and whereabouts and our men 
acting on the strength of this informa- 
tion were on his trail. It is quite likely 
they would have closed in on him and 
brought him to justice for the second 
time. 

“Yes,” the Director of the Fraud 
Prevention Department concluded, “I 
would say that he shot himself years be- 
fore he brought about his end with his 
own bullet.” 
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by ROBERT L. MOORE, 
Vice President 


World Radio Corporation 
Boston, Massachusetts 


HE banker, who is presented with 
T* balance sheet and operating 

statement of an instalment com- 
pany, is often in a serious quandry to 
determine the real condition of the busi- 
ness. He is asked to extend a proper line 
of credit. The balance sheet may show 
a net worth that would ordinarily be 
adequate to justify the line asked for. 
The operating statement may show a 
fair profit for the past year. Yet, the 
average banker will hesitate on the 
grounds that it is an instalment business. 
The main item that distinguishes this 
type of business, and the one that makes 
it different from the ordinary merchan- 
dising company selling for cash and on 
open account, is the item of accounts 
receivable—its instalment accounts. In 
the case of the ordinary store the banker 


the formulas reduced to standard index 
size to facilitate clipping and filing 


to ascertain the loan value 
of an instalment business 


A=the total instalment sales, 
i. e. total sales less cash sales 
and initial payments. 

B=the total accounts receiv- 


able. 


=the monthly collections in 
percent. of total accounts re- 
ceivable. 


D=the average length of time 
the account runs in years. 


1. the relation between three 


factors. A 
aad D 


2 
2. the relationship of % of 
monthly collections to length 
of time accounts run. 
C D=16.6* 
3. the relation between sales, 
accounts receivable and % of 


collections. 
3 831A 
“ig 


* providing accounts receivable re- 
main stationary and time of pay- 
ments one year 

t same as * but running two years 
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INSTALMENT CREDIT reduced to banking 


credit terms by application of simple formulas 


knows just about what these represent— 
usually thirty-day accounts which are 
sound current assets. Instalment ac- 
counts are different. They may run six 
months or one year or two years or even 
more. They often contain a large per- 
centage of bad or delinquent accounts 
which have not been written off. The 
average instalment business is sorely 
tempted to hope for the best on accounts 
that are “doubtful” and frequently let 
them stay on the books, when write-offs 
would make the difference between a 
good profit showing and a deficit. 

The things that the banker does not 
really know but must determine before 
he can safely extend credit are: 

1. (a) Are the accounts receivable 

good? 
(b) What is the percentage of bad 
accounts? 

2. To what extent can the accounts 
receivable which are represented by 
instalment accounts be considered 
quick or current assets? 

Usually the banker has insufficient in- 
formation to go on and therefore is like- 
ly either to turn down a good proposi- 
tion because he is not sure about it or 
to extend credit when the situation is 
unsound. 

It is possible, however, to determine 
these factors with relative exactitude. 
The main factors in the series of instal- 
ment transactions are so related that 
they can be expressed with mathematical 
formulas. These formulas if applied to 
the balance sheet and operating figures 
will then show whether they are in true 
relationship—that is they will prove or 
disprove the accuracy of the balance 
sheet figures as representing actual con- 
ditions. The main factors in an instal- 
ment transaction are: 

A=The total instalment sales, i. e. 
total sales less cash sales and ini- 
tial payments. 

B=The total accounts receivable. 

C=The monthly collections in per 
cent. of total accounts receivable. 

D=The average length of time the 
account runs in years. 
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Every merchant should have these fig- 
ures for his business and be able to fur- 
nish them off-hand to his banker. They 
determine the general nature of his busi- 
ness. The relation existing between three 
of the above factors is given by the 
equation: 

B=AD 


2 


This is our first formula and is de- 
rived from the fact that the average 
length of time money is outstanding is 
approximately equal to D/2, since in a 
monthly instalment account which ter- 
minates in a year, the total amount is 
outstanding at the beginning of the 
year and nothing is outstanding at the 
end of the year, and secondly that ac- 
counts receivable will equal the instal- 
ment sales times the average length of 
time the money is outstanding. 

If, for example, a man pays $10.00 a 
month for one year, the average amount 
outstanding is $60.00, i.e. $120.00 at 
the beginning of the year and nothing 
at the end of the year. This is a simple 
example of the application of the first 
equation where A=$120.00, D=1 year 
and therefore the equation is, 


B—$120.(1) =$60. 


2 


This same relation may be applied to 
a group of accounts by determining B 
for each account and finding the sum 
of all the values of B thus determined. 

A definite relationship exists between 
the percentage of monthly collections 
and the length of time which accounts 
run. This also is expressible in mathe- 
matical terms. If we assume the total 
of accounts receivable remains station- 
ary or nearly so, the business being fair- 
ly steady, the average per cent. collected 
on the accounts is 16.6%. In the ex- 
ample above, $10.00 per month is paid 
for one year, the total accounts receiv- 
able is $60.00 and the average per cent. 
collected on the account is 16.6%. If 
only $5.00 per month were paid for two 
years, the amount outstanding is the 
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same but collections only average 8.3%. 
The formula then becomes, 
CD=16.6. 

A third valuable formula may be de- 
rived by eliminating B between equa- 
tions (1) and (2). This will show the 
relation between sales, accounts receiv- 
able and percentage of collections. The 
general expression is, 

B=8.3A 
Cc 

Other formulas can be made to fit the 
occasion but these main relationships 
will show much of the true status of 
the business. For example, the banker 
may find that his customer has sold one 
million dollars worth of merchandise on 
instalments last year and that he col- 
lects an average of 8.3% per month. He 
knows then, by applying formula three; 
first, that the merchants accounts av- 
erage to run two years; second, that his 
accounts receivable should be about $1,- 
000,000. If the accounts as shown on 
the balance sheet are $1,500,000, they 
are probably one third bad. 

If the figures of the balance sheet do 
not conform to these known relation- 
ships something about them is wrong 
and should be carefully looked into. 
Either the merchant does not know how 
long his accounts are running and is 
giving more than two years terms or he 
is failing to write-off his bad accounts. 
Analyzed on this basis the figures begin 
to show the efficiency of the merchant 
as well as his actual worth in dollars. 

The second factor the banker wants 
to know is whether the merchant has 
suficient working capital for his needs. 
The amount of working capital needed 
in an instalment business and the extent 
to which the instalment accounts may 
be considered as quick assets is some- 
thing about which the average banker 
has little accurate information. It is es- 
sential, however, if he is to avoid frozen 
loans that he know whether the mer- 
chant will be able to repay or whether 
the banks’ advances will be tied up in 
instalment paper and become a matter 
for slow liquidation. This also is per- 
fectly determinable. 

Many, if not most, instalment busi- 
nesses, due to the large amount of cap- 
ital which it takes to finance instalment 
sales are under-capitalized. Many more 

resort to finance companies to finance 
their time sales paper. It is probably un- 


the average instalment 
business is tempted to 
hope for the best on ac- 
counts that are doubtful 

to repossess means 
to write off accounts 
and so show up losses. 


sound for a bank to extend any great 
amount of credit on unsecured notes to 
an instalment company that borrows on 
its instalment paper. The finance com- 
pany makes these loans on security at 
rates averaging about 13%. The bank 
should hardly be content to accept a 
secondary, unsecured loan at lower rates 
of interest. The larger and best man- 
aged instalment houses carry all their 
own paper and do not rediscount with 
finance companies. Obviously if they 
do so discount they are undercapitalized 
for otherwise they could secure returns 
on the capital necessary to carry their 
own paper larger than they can usually 
make on their strictly merchandising op- 
erations. However, this discussion is 
more specifically limited to a considera- 
tion of what lines of credit should be 
granted to companies that finance their 
own sales. 

To determine whether or not an in- 
stalment company has sufficient working 
capital, the current assets should be fig- 
ured so that they are comparable to the 
accounts receivable department of the 
business that sells on open account. This 
is done by determining the period for 
which sales averaging are outstanding 
for the open accounts. It has been found 
that the-average collection period of the 
department store open account is 72 
days which means 144 days or about five 
months sales averaging to be outstand- 
ing. Current assets for instalment ac- 
counts may then be figured by substi- 
tuting for the item of accounts receiv- 
able an amount equal to five months 
average collections. 

Add up the current assets on this 
basis and use the ordinary rules for 
credit. If this new ratio of assets to 
current liabilities is two to one or better 
the business is in sound condition with 
adequate working capital for current 
needs. 

There is still another yardstick that 
may be used to check up these figures— 
a relationship that has been worked out 
empirically from the study of a large 


number of instalment companies. It is 
this. The total capital and surplus of an 
instalment business that sells merchan- 
dise on average of one year credits should 
be at least forty per cent. of its annual 
sales volume, if it gives two year credit 
its capital should be fifty-five per cent. 
of its annual sales volume. 

These rules and formulas give a fairly 
accurate picture of any company’s 
status. There is, however, still one fur- 
ther cross check on the business. Study 
the comparative balance sheet figures 
for several years to see whether the ratio 
of sales to accounts receivable remains 
constant. 

If accounts receivable become a high- 
er percentage of sales it indicates either 
that bad accounts are not written off or 
that longer credit terms are given. In- 
vestigate carefully. In an efficiently run 
instalment business collection percent- 
ages should constantly improve or at 
least remain stationary—only giving of 
longer terms or the failure to write off 
bad accounts can cause dropping per- 
centages, and it is usually the latter: 

A change in this ratio is one of the 
surest indications that the business is 
slipping. The management may be try- 
ing to keep up its sales volume or its 
profit record. It may give bigger in- 
ducements to customers to buy, longer 
terms, lower down-payments. It fails to 
repossess merchandise where to do so 
would mean writing off accounts which 
would show up losses. Such action shows 
up in the ratio of accounts receivable to 
sales. 

The banker can by these methods de- 
termine these things and with this 
knowledge he really understands the 
condition and needs ef the business. 
Knowing these things he can safely give 
credit where credit is due. He should 
liberally give credit when justified be- 
cause the instalment business’ is funda- 
mentally sound. It has proved its sound- 
ness in the trying period of depression. 
It has shown that it is the best means of 
maintaining mass purchasing power. 
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REPORTED STOCKS OF RAW MATERIALS AND 
MANUFACTURED GOODS AT THE YEAR-END® 











Stocks, end of 
December 





Per- 
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1929 | 1930 










Raw Stuffs 





§ Rubber: World.....] th. 1. tons | 338.7*| 470.0*]+ 38.8 
es <r oa 118.6 | 203.2 
Cotton: World-Am..| thous. bales | 13217 | 15700 
oD indske . “ | 10027 | 12654 
Silk: World} ....... . ” 189.8 | 237.0 
tos neue ” 90.8] 58.4 
Wool: World...... mill. lbs. 1072 | 1148 
es ws ws _ - 381 379 
Cattle hides. ...... thous. hides} 4009 | 4316 
Goat and kid skins. “ skins} 10235 | 11811 
Wheat: World§....| mill. bu. 453-5.) 454-9 
BB. 06s oe 191.2 | 200.0 
Sugar: World...... th. 1. tons 6786 | 8639 
tw, =" © 753 25 
Coffee: World nee : : jus 









Copper: Blister||...| th. sb. tons | 268.4 | 218.8 
Refined||...J) “ “ “ | 171.3 | 367.2 
Zinc «4 


ropeses Cie mill. 1. tons 





Petroleum......... “ bbls. | 540.9 | 512.8 
Building materials 

(and related goods) 

Lumber, soft woods}mill. ft.b.m.] 3211 | 3463 
Common brick... “ bricks | 788.3*| 715.8* 
TIES pms cicnae “bbls. 23.5 | 25.8 
Linseed oil........ “Ibs. 140.9 | 113.6 
Turpentine........ thous. bbls.] 68.4] 84.9 


eeeeee 








Various manufactures 














Steel sheets........ th. sh. tons | 173.6 | 184.6 yr 
Paper (mill stocks).| “ “ “ 254 291 / 
Cattle leather®..... thous. hides | 11499 | 12302 Nye 
Calf leather®....... “ skins | 9334] 9327 mRNA b 
Kid leather®....... . “ | 26143 | 28961 j a 
Gas and fuel oils...} mill. bbls. 34.4] 37-0 : b RY 
Gasoline.......... 2 43-2 | 40.5 : A z > 
DES obissnacwwn’ “ tires m.n% 9-6" ; 
Cotton cloth...... “ yds. | 461.0 | 364.0 ; AW 
Silk fabrics........ SEE Boe sis descnsee ' AYN | 
Wool fabrics...... Tet emt eee : 
Knit underwear....}th. doz. units} 1203 | 1185 : 
ED vase nnnate “  ® pairs | 10432 | 10260 ; 
Wheat flour....... mill. bbls. 8.8 7-0 : ANN WS 
Foods** 
nr thous. bbls.| 7967 | 9521 
Butter, creamery...} mill. lbs. 81.9 | 63.3 
| EAUOE sco pacoce. . . 80.6 | 79.0 
| eee thous. cases} 704] 1891 
PNY. «sass owen mill lbs. 140.7 | 104.7 
! Meats, total....... . . 819.9 
DR vinkas v0 cee nes tree 82.1 ‘ 
| Canned milk....... oe 283.6*| 253.4 





*End of November. +**World"’ represented by total 
visible stocks in New York, Japan, and in transit; ‘‘U.S."’ 
by New York’ warehouse stocks. TOF a: parel grades. 
§Visible supply, N. Am. and U. K., Saturday nearest the 
year-end; tu. S. visible also. \North and South America. 
Finished and in process. Whole kip included with calf 
leather. {An estimate supplied by the Borsodi Ana- 
lytical Bureau, Inc. “Cold. -storage holdings, except for 
canned milk. 


©Prepared by the Harvard Economic Society. 
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u drastic depletion of 
stagnant stocks lightens 
the load of boom-time 
market-glutting 

a liquidation of  sur- 
plus’ constitutes the 
basis for sustained 
recovery 


by MERRYLEJSTANLEY RUKEYSER 


EPRESSION is a process which 
superficially appears to be self 
perpetuating. For a time, it ap- 

pears to feed on itself, but past ex- 
perience demonstrates that after a while 
depression breeds shortages, out of 
which a new recovery is started. 

But in the midst of depression, in 
spite of attempts to curtail production, 
seemingly excessive supplies pile up. 
Vast surpluses confront the executive, 
and darken the hope for business 
profits. The mathematically minded 
ask how long it will take to get rid of 
surplus stocks on hand but, as a mat- 
ter of fact, the answer depends less on 
computation than on conjecture. 

There is a disposition to exaggerate 
the size of surpluses when business is 
stagnant. They are more apparent than 
real. With business subnormal in vol- 
ume and with inventories low, there ap- 
pears to be a vast oversupply of every- 
thing. The extent of the surplus is 
magnified by the current indisposition 
of business men to carry normal stocks. 
Surpluses which are enormous when 
business sentiment is blue frequently 
tend to dwindle when confidence re- 
turns. 

Accordingly, there is an X, or un- 
known quality in surpluses. The mere 
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statistical figure does not tell the whole 
story, and we are, parenthetically, woe- 
fully inadequately supplied with data 
concerning the precise status of stocks 
on hand. Quantities of physical com- 
modities which are excessive in times of 
adversity tend to balance off against 
demand in periods of returning prosper- 
ity. 

Thus far, industry has sought to cre- 
ate a new equilibrium by curtailing 
the supply. Perhaps at the next phase 
a constructive attempt will be made to 
achieve economic balance through 
stimulating demand. Of course, the 
obvious road to larger consumption lies 
in returning to the ranks of the eco- 
nomically potent the millions of unem- 
ployed. Numerous scientific economists 
feel that the one factor in the eco- 
nomic situation which can be deliber- 
ately controlled is public expenditures, 
and there is accordingly an insistent de- 
mand that public works expenditures 
be augmented in time of depression and 
retarded in periods of boom. 

In copper, for example, stocks on 
hand are at a new peak, and may con- 
tinue to rise unless demand is sud- 
denly expanded through an increase 
in the business situation. Demand has 
reached what appears to be an irreduc- 
ible minimum. 

Meantime, the prevalence of large 
stocks acts as a devitalizing factor on 
business initiative. In general, it may 
be said that far greater progress has 
been made in controlling the supply of 
manufactured and semi-finished goods 
than of raw materials. 

One sensitive, barometric business 
mind, with wide contacts, told me: “I 
have recently made several trips 
throughout the country and I find the 
subject of liquidations and surpluses up- 
permost in the minds of executives with 
whom I talked. A few days ago I 
talked to the treasurer of a company in 
Elmira, N. Y., who contended that it 
would be at least a year until we had 
complete liquidation of production sur- 
pluses. Many executives that I discuss 
business recovery with feel that there 
are still large stocks of manufactured 
goods and raw materials on hand. It 
seems to be the consensus of opinion 
that business recovery will not come 
back until we have had a thorough 
liquidation of surpluses.” 

There are two schools of thought on 
this practical business problem. One 
set, including numerous economists of 
high standing, contend that deflation 
has gone far enough in correcting the 
mistakes and excesses of the earlier 


boom. This school holds that it is the 





task of political and business leadership 
deliberately to set in motion recuper- 
ative forces, including stimulus from a 
large scale public works programme and 
from a policy of credit easement by the 
central banking system. The other, or 
hard boiled school, consisting largely of 
bankers, holds that the process of liqui- 
dation should go on undisturbed. 

The trouble with liquidation to the 
bitter end is that the end might be 
bitter indeed. The process is not too 
well understood, and, if unchecked, no 
one can be sure where it will stop. The 
panic started with a run on the New 
York Stock Exchange. A year later 
there were runs on banks. Nearly two 
years later there were runs on whole 
countries, including Germany, England, 
and various Central European countries. 
Obviously, some attempt at sound so- 
cial control is in order. 

Left to their own resources, business 
men have been making distinct strides 
toward reducing production schedules 
in accordance with prevailing .demand. 
The index of stocks of manufactured 
goods of the United States Department 
of Commerce, which is constructed 
from data on forty-five commodities, 
was at the beginning of the summer 4 
per cent. below a year ago and 1.4 per 
cent. below the same month of 1929. 

The Federal Reserve index of depart- 
ment store stocks indicates that such 
stocks were recently 9 per cent. below 
a year ago and 18 per cent. below the 
average for the years 1923-1925, in- 
clusive. 

In interpreting the significance of 
statistics on surpluses, J. Frederic Dew- 
hurst, acting chief, division of statisti- 
cal research, United States Department 
of Commerce, told me: “It is of par- 
ticular interest to note that, in gen- 
eral, production of these commodities 
is closely aligned with current ship- 
ments. In only one instance, namely, 
cast iron boilers, was production for 
the month much larger than shipments, 
while in the case of 12 out of 21 prod- 
ucts listed, shipments were in excess of 
production. You will note also that 
the production of such important com- 
modities as automobile tires, cotton tex- 
tiles, hosiery, and rubber and canvas 
footwear is in excess of the correspond- 
ing month of last year. 

“A favorable comparison is afforded 
with a year ago also in the consump- 
tion or shipments of certain products, 
mainly, consumers’ goods. Thus, con- 
sumption of gasoline was 7.5 per cent. 
higher than a year ago, while shipments 


CREDIT and FINANCIAL MANAGEMENT... . . SEPTEMBER, 1931 


25 


of cotton textiles were up 20 per cent.; 
hosiery, 8 per cent.; automobile tires, 5 
per cent.; cattle hides, 15 per cent.; and 
glass containers, 2 per cent. 

“There is considerable variation in 
the ratio of stocks to shipments as be- 
tween the different commodities. In 
general, it is high in the case of chemi- 
cal products and building materials but 
low for such items as newsprint, box 
board and steel barrels. Stocks of nu- 
merous other products listed do not ap- 
pear particularly cumbersome from the 
statistical standpoint. For the major- 
ity of products, you will note that there 
has been a reduction in the stocks as 
compared with a year ago. This re- 
duction amounts to 41 per cent. for 
cotton textiles; 41 per cent. for bricks; 
37 per cent. for rubber heels and soles; 
33 per cent. for rubber and canvas foot- 
wear; 32 per cent. for radiators; 26 
per cent. for porcelain plumbing fix- 
tures; 21 per cent. for automobile tires; 
20 per cent. for hosiery; 16 per cent. 
for steel sheets; 12 per cent. for gaso- 
line. 

“The ratio of production to stock af- 
fords another measurement of the size 
of present stocks, but with production 
running close to shipments in most in- 
stances, these statistics present much 
the same pictures as the ratio of ship- 
ments to stocks.” 

Of course, the maker of finished prod- 
ucts, which sell at a fixed trade market 
price, finds an opportunity for increased 
profit margin in the distressed prices at 
which raw commodities ate selling. The 
low prices offer new vistas for profit- 
making by alert manufacturers, who are 
sensitive to the shifting desires of a 
fickle consuming public. 

In explaining why stocks of raw ma- 
terials are so heavy, Dr. M. J. Bonn, 
British economist, in an address before 
the Institute of Bankers in London, said 
that orderly liquidation of superabund- 
ant stocks had been delayed by the ac- 
tion of pools, cartels and valorization 
schemes—supported frequently by cred- 
its supplied by banks and Governments 
at artificially cheap rates. Dr. Bonn 
warned that to carry with banking 
credit stocks of goods which are un- 
salable, may well prove to be the surest 
way of diminishing the necessary pur- 
chasing power of tomorrow. 

Instead of giving the producer arti- 
ficial credit aid, discussion is turning 
more and more toward financing the 
consumer. Charles Benedict, for ex- 
ample, in urging that cooperatives and 

(Continued on page 54) 































































what! 


no monthly statements? 


N aged seer and prophet once 
A predicted that “men will fly 

without wings and steel will 
float on water”—and the world called 
the prophet crazy. Mr. H. H. Kase, 
Credit and Collection Manager of the 
Taylor Instrument Companies, says that 
monthly statements are not necessary— 
and many credit executives will prob- 
ably say that he is crazy. 

The following dialogue took place 
between Mr. Kase and the Editor of this 
magazine in Mr. Kase’s office in Roches- 
ter: 

MR. KASE: The sending of monthly 
statements is an eighteenth or nineteenth 
century custom. It is almost as fool- 
ish to send out monthly statements as 
it would be to write business letters in 
longhand. Monthly statements are dead- 
wood! Unnecessary! The bunk! 

EDITOR: Just why do you believe 
sending monthly statements to your 
debtors is unnecessary? 

MR. KASE: For several reasons. In 
the first place, the monthly statement 
isn’t a necessary part of an accounting 
system. The elimination of statements 
simplifies bookkeeping and accounting 
procedure. Secondly, collection effi- 
ciency is not impaired the least iota by 
discontinuing monthly statements. An- 
other reason is that important savings 
and economies are realized. I have also 
found that statements give the debtor 
merchant one of his best excuses for 
procrastinating. 

EDITOR: What do you mean by the 
monthly statement giving the debtor one 
of his best excuses for procrastinating? 

MR. KASE: One of the old, old 
excuses of the debtor is “I seem to 
have lost or misplaced the monthly 
statement. Send me another statement 
and I'll send you a check.” I have al- 
ways been amazed at the facility with 
which monthly statements become lost. 
As soon as we discontinued sending 
statements, we eliminated one of the 
most prevalent excuses for the slow 
payment of bills. 


CREDIT and FINANCIAL MANAGEMENT. 


EDITOR: Couldn’t the debtor mer- 
chant just as well say that he had lost 
his invoice or bill? 

MR. KASE (Laughing): I believe it 
all narrows down to a matter of habit. 
Debtors are in the habit of making ex- 
cuses about monthly statements—but 
not about invoices. An invoice is the 
basis for a ledger entry—while a state- 
ment generally isn’t. 

EDITOR: You also spoke of im- 
portant savings and economies. Do you 
figure that you have actually made sub- 
stantial dollar savings by discontinuing 
monthly statements? 

MR. KASE: Very substantial savings, 
indeed. We send out between seven 
and eight thousand statements a month. 
A two-cent stamp is saved on seven or 
eight thousand mailings, the envelopes 
are saved and all the money that is put 
out for the paper and printing of state- 
ments is saved. You also have to figure 
in the time required for typing, folding, 
enclosing and mailing. Get out your 
pencil and do a little figuring and 
you'll see how much savings resulting 
from the elimination of monthly state- 
ments really amount to. I estimate that 
we saved at least six thousand dollars on 
this plan the first year. 

EDITOR: What method did you 
use to inaugurate this system? 

MR. KASE: We tried the plan out 
on about one-fourth of our accounts re- 
ceivable. It worked so well that we im- 
mediately put it into effect on all of our 
accounts 

EDITOR: How did your customers 
react? 

MR KASE: Apparently most of 
them did not even miss the monthly 
statements. A few wrote in and I ex- 
plained our new procedure. None of the 
customers has registered any objections. 
Most debtors merely use the monthly 
statement for checking purposes, any- 
way. 

EDITOR: How did this plan affect 
your collection letter program? 

MR. KASE: Instead of sending two 
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Mr. Kase dared....do you? 


or three statements we now send out 
our first collection letter immediately. 
This routine certainly speeds up collec- 
tions. At first a few more collection 
letters than usual were necessary but 
that requirement did not last long. | 
keep collection charts that enable me to 
measure accurately the slightest varia- 
tion in collection efficiency. We have 
tried and tested this idea and have not 
found it wanting from any angle what- 
ever. 

EDITOR: Do you think other cred- 
it executives will look with favor on 
this idea? 

MR. KASE: That I cannot answer 
definitely, but I have my doubts. 
Monthly statements have become such 
an accepted part of accounting and 
credit systems that I believe most cred- 
it executives will look askance at this 
plan I have found to be so successful. 
Once again I want to say that I be- 
lieve monthly statements are the bunk! 
They are deadwood! Holdovers from 
days of less efficient credit and account- 
ing practice! They have no place in 
the system of my company. I believe 
there are thousands of other companies 
in which the same thing should be 
done. 

Do you agree with Mr. Kase’s in- 
dictment of monthly statements? Will 
the plan work in your company as it 
worked in his? The Editor has talked 
with other credit excutives who disa- 
gree with Mr. Kase. There are many 
strong arguments in favor of Mr. Kase’s 
idea. There may be many strong ones 
against it. Do you think Mr. Kase is 
right or wrong? Write in and give us 
your views and ideas on the question, 
“Are Monthly Statements Necessary?” 
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snapped shut her purse. That 

click not only assured Mrs. Fred- 
ericks that her purse was closed but also 
signaled that her account filing system 
was locked up. 

Mrs. Fredericks, you see, kept her 
books in her purse! 

That she kept no books of account, 
that she handled all bookkeeping trans- 
actions merely through informal memo- 
randa, that she kept such information 
as invoice files, payroll records, and 
schedule of receipts and disbursements 
somewhere at home—all that was not 
a matter of general knowledge at all. 
Nor was it known to anyone else that 
data as to expenses, sales, purchases had 
never been tabulated and that there 
were no tangible figures to indicate 
profits or losses on operations. 

The good lady had a “good idea of 
the situation in her own mind.” She 
admitted that, but it took a business 
survey by agents of the National As- 
sociation of Credit Men to set her busi- 
ness house in order and now she is oper- 
ating with every prospect of success in 
her commercial ambitions. 

What brought about her difficulties? 
Three factors were outstanding. The 
first was lack of bookkeeping, the sec- 
ond, operation of an unprofitable unit, 
- third, insufficiency of liquid capi- 
tal, 


The case came to the attention of in- 
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terested creditors when a period of six 
to eight months showed a considerable 
slowing up in payments of accounts 
with the result that many of the cred- 
itors placed the account on a C. O. D. 
basis while others threatened to file their 
claims with adjustment bureaus, feeling 
that the case was almost hopeless. Pre- 
vious to this time the business had been 
making a fine record for a number of 
years and obligations had been handled 
with satisfaction to everyone 
cerned. 

There were some members, therefore, 
of the creditor body who wondered 
just what had gone wrong in this case 
and it was at their instigation that the 
Business Survey was made. It revealed 
the three main points outlined in a 
previous paragraph. More specifically, 
it spotlighted the details of her business 
in a manner which was almost as revela- 
tory to the proprietor as it was to her 
creditors. 

When the Business Survey representa- 
tive of the involved creditors inter- 
viewed Mrs. Fredericks she was able to 
present only an approximate idea of her 
business situation. A financial state- 
ment based on her figures and estimates 
listed assets of $20,630.00 and liabilities 
of $4,900.00 for a net worth of $15,- 
730.00. But the investigator’s personal 
appraisal brought out a possible net 
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worth of only $130.00. The discrep- 
ancy in these two sets of figures does 
not imply any conscious effort to over- 
state or underestimate the actual facts. 
The difference arose because there was 
no adequate system of accounts, as is 
true in so many cases of independent 
effort in the retail lines. 

Most of the differences of over $15,- 
000.00 was made up by a few factors. 
Mrs. Fredericks placed her merchandise 
liabilities at $1,300.00 whereas the Busi- 
ness Survey agent reported the likely 
amount of $3,000.00. The second item 
was of even greater significance. Among 
the current assets were two things, 
fixtures and equipment valued at 
$6000.00 which the investigator cut 
in half in his own appraisal, and real 
estate with a value of $14,000.00 on 
which there was, in Mrs. Fredericks’ 
opinion, a mortgage of $3000.00. 

This real estate consisted of the fam- 
ily residence which bank officials esti- 
mated to value $10,000.00 and on 
which, they told the investigator, there 
was almost $4000.00 in mortgage, that 
principal had not been reduced for 
some time and that for several months 
past monthly interest payments had 
not been kept up. But in view of the 
existing mortgage and the possibility 
of homestead exemption on this item it 
was discarded along with the corres- 
ponding mortgage liability, from the 
list of accepted assets of her business. 

Insurance carried by the proprietor 
amounted to $1000.00 on one branch’s 
fixtures and nothing on the second’s 
equipment. Yet their estimated value 
in her opinion was set at $6,000.00, 
which brings up the factor of inade- 
quate insurance, a condition brought 
about perhaps by the stringent financial 
status of the subject but nevertheless 
a most vulnerable point in her busi- 
ness situation in an emergency. 

Not only did the Business Service 
agent develop the true picture of her 

(Continued on page 46) 
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nation-wide collection and sales conditions 


what they are at present 


the outlook for the near future 
REDIT anv Financia Manace- WM This is the seventeenth monthly re- 


MENT offers its seventeenth 

monthly survey of collections 
and sales conditions. This survey is 
based upon reports from 113 cities 
throughout the country that are trade 
centers for their surrounding areas. The 
reports are the results of the daily ex- 
perience of the leading wholesaling and 
manufacturing concerns operating from 
these trading centers. The two ques- 
tions “Are people buying?” and “Are 


port of Collection Conditions and Sales 

Conditions to be assembled and pub- 

lished by Credit and Financial 
Management. 


they paying?” are perhaps the most di- 

rect and immediate reflection of daily 

business conditions in the country. 
These reports have been tabulated so 


that you may see at a glance how con. 
ditions are reported in various Cities jp 
each state. You may also see at a glance 
what cities report a condition of “‘Good, 
Fair or Slow.” At the end of this sum. 
mary you will find valuable explana. 
tory comments that have been sent in 
to CREDIT AND FINANCIAL MANace- 
MENT. These additional comments may 
be pertinent to your interpretation of 
collection conditions and sales condi- 
tions in the cities listed. 











State City Collections Sales State City Collections Sales 
Ala Birmingham Slow Slow Mich Saginaw Slow Slow 
Montgomery Slow Slow Minn Duluth Slow Fair 
Ariz Phoenix Slow Fair Minneapolis Fair Fair 
Ark. Little Rock Slow Slow St. Paul Fair Fair 
Cal. Los Angeles Fair Fair . 
San Diego Fair Fair M Billin Fai Fai 
San Francisco Fair Fair ome. G . ll a Pair 
Colo. Denver Fair Fair Files —_ G a Good 
Pueblo Fair Fair ” _ : , 
Conn. New Haven Fair Fair Neb. Lincoln Fair Fair 
Waterbury Fair Fair N. Y Albany Fair Fair 
ac. Washington Fair Fair Buffalo Fair Fair 
Fla. Jacksonville Slow Slow Elmira Fair Fair 
Miami Good Slow New York Fair Fair 
Tampa Slow Fair Rochester Fair Fair 
Ga. Atlanta Fair Fair Syracuse Fair Fair 
Macon Slow Fair Utica Fair Fair 
Savannah Fair Fair No. Car. | Charlotte Fair Fair 
Ill. Galesburg Fair Fair No. Dak. | Fargo Fair Fair 
Peoria Slow Slow Grand Forks Fair Fair 
Quincy Fair Fair Ohio Cincinnati Fair Fair 
Rockford Slow Slow Cleveland Slow 
Springfield Good Fair Columbus Fair Slow 
Ind. Evansville Fair Slow Dayton Slow Slow 
Indianapolis Fair Slow Toledo Slow Slow 
South Bend Slow Slow Youngstown Slow Slow 
Terre Haute Good Fair Okla. Tulsa Slow Fair 
Towa Burlington Fair Fair Ore. Portland Fair Fair 
Cedar Rapids Fair Fair Penn. Allentown Slow Slow 
Davenport Fair Fair Harrisburg Slow Fair 
Des Moines Slow Slow Johnstown Fair Fair 
Ottumwa Fair Fair New Castle Slow Slow 
Sioux City Fair Fair Pittsburgh Fair Fair 
Waterloo Fair Fair Scranton Slow Slow 
Kan. Wichita Fair Fair Wilkes-Barre Slow Fair 
Ky. Lexington Slow Slow R. I. Providence Slow Fair 
Louisville Fair Fair So.Dak. | Sioux Falls Slow Fair 
La. New Orleans Fair Fair Tenn. Chattanooga Slow Fair 
Shreveport Slow Slow Memphis Slow Slow 
Md. Baltimore Fair Fair Tex. Austin Slow Slow 
Mass. Boston Fair Fair Beaumont Fair Slow 
Springfield Slow Slow E] Paso Fair Fair 
Worcester Fair Good Fort Smith Slow Slow 
Mich. Detroit Fair Slow Fort Worth Slow Slow 
Flint Slow Slow Houston Slow Slow 
Grand Rapids Fair Fair Wichita Falls Slow Fair 
Jackson Slow Slow Utah Salt Lake City Slow Fair 
Lansing Slow Slow Va. Bristol Fair Fair 
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Va. Norfolk Fair 
Richmond Fair 
Roanoke Slow 
Wash. Bellingham Fair 
Spekane Fair 
Tacoma Fair 
W. Va. Bluefield 


Charleston 





“8 comments 


ARKANSAS: Little Rock reports 
conditions in general “slow.” There is 
a large surplus of all kinds of food stuffs, 
good vegetables, cotton and fruits, but 
not much money. 

CONNECTICUT: Very little change 
in collections and sales. Factory condi- 
tions throughout Waterbury show no 
improvement and there is a continued 
shortage of orders and consequent non- 
employment of labor. 

FLORIDA: Business continues slow 
in this section. Collections and sales 
continue to be extremely slow, the sum- 
mer being the dullest season in this sec- 
tion, but an improvement will be seen 
by October. 

INDIANA: Conditions in Indiana 
are spotty. South Bend reports a de- 
cided falling off in collections and sales 
over the last two months. Collections 
in Terre Haute are on the upward trend 
and sales are also improv- 
ing except in foundry lines. 
Reports from other sec- 
tions of this state range 





from “Slow” to “‘Fair.” State 
KANSAS: Wheat, oil Arizona 

and livestock prices re- Colorado 

main low and no improve- Florida 

ment in collections or sales - 

is expected while this con- Illinois 

dition exists. 

Indiana 


LOUISIANA:  Shreve- 
port reports that the situa- 
tion in North Louisiana, 
Northeast Texas and South 
Arkansas with regard to 
both sales and collections, 
is anything but good and 
the usual feeling at this 
time of the year that we 
are nearing the ‘Promised 
Land” is not being expe- 
rienced. The last Govern- 
ment cotton report show- 
ing an anticipated cotton 
crop much larger than was 
thought probable, sent the 
Price of cotton tumbling 
to lowest levels since the 


Iowa 


Michigan 
Minnesota 
Missouri 


Montana 


Ohio 


Oklahoma 


Texas 





City 





ee O_O 






Fair W. Va. | Clarksburg Fair Fair 

Fair Wheeling Slow Fair 

Fair Williamson Slow Slow 

Slow Wis. Fond du Lac Slow Slow 

Fair Green Bay Slow Slow 

Fair Milwaukee Fair Fair 
i Oshkosh 


on collections and sales conditions 


fields of East Texas have within the last 
week been closed by order of the Gov- 
ernor of Texas and the territory placed 
under Martial Law. Consequently many 
men have been thrown out of work and 
the immediate future of many day 
laborers in the oil fields is not very 
bright. On the other hand this sec- 
tion of the country is particular- 
ly blessed in that a bumper crop 
of everything to eat, both for man 
and his beasts of burden, which 
includes his old Ford car, has been made. 
Except in the cases of some of the shift- 
less tenant farmers there should be no 
one going hungry on any of the farms 
of this section during the coming win- 
ter. The old horn of plenty is full— 
of everything except the “long green.” 
Sales, both wholesale and retail, have 
been slow and are in most all cases re- 
ported below last year while collections 


Honolulu 





have gotten to the point that we dislike 
to mention the subject. It is thought 
that manufacturers in the North and 
East will do well to use rare judgment 
in making shipments to merchants in 
this part of the country for the pres- 
ent as many failures are anticipated. 
MASSACHUSETTS: Credit Man- 
agers are endeavoring to collect their 
overdue accounts without placing it in 
the hands of the Adjustment Bureaus. 
However, the accounts are nearly all 
dead when the bureau receives them. 
Owing to present conditions they try 
to save expenses but it is false economy. 
MINNESOTA: St. Paul reports that 
Twin Cities Market Week reports an 
attendance of Northwest merchants 
with good buying in general merchan- 
dise and wearing apparel. Areas that 
have been hit by grasshoppers and dry, 
hot weather show small yield of grain 





















Massachusetts 


North Carolina 


Pennsylvania 


South Dakota 


Terre Haute 


Fair to Good 


changes since last month 
City Collections Sales 
Phoenix Slow to Fair 
Denver Slow to Fair 
Miami Fair to Slow 
Tampa Fair to Slow 
Peoria Fair to Slow 
Quincy Slow to Fair 
Evansville Slow to Fair 


Sioux City Slow to Fair 
Boston Slow to Fair 
Worcester Fair to Good 
Saginaw Fair to Slow Fair to Slow 
Duluth Fair to Slow 

Kansas City Fair to Slow 
St. Joseph Slow to Fair 

Helena Fair to Good 

Charlotte Slow to Fair Slow to Fair 
Cincinnati Slow to Fair 

Cleveland Fair to Slow 

Columbus Slow to Fair 

Youngstown Fair to Slow 

Tulsa Fair to Slow 

Harrisburg Fair to Slow 

Pittsburgh Slow to Fair : 
Scranton Fair to Slow Fair to Slow 
Sioux Falls Fair to Slow Good to Fair 
Wichita Falls Slow to Fair 


90’s and while a movement Virginia Roanoke Fair to Slow 

is on foot to relieve the Washington Bellingham Slow to Fair 

Situation, it has not vet West Virginia Bluefield Fair to Slow 
, ye Wheeling 

any effect. The oil T. HL Honolulu Slow to Fair 


Slow to Fair 


Slow to Fair 





and it is anticipated that 
in these sections buying is 
being curtailed to current 
needs and on a pay as you 
go basis, with a gradual re- 
duction of past due ac- 
counts. 

NEW YORK Collec- 
tions and sales throughout 
New York average “Fair.” 
Collections in Albany do 
not show any material 
change in the past five 
months. Sales seem to be 
a little better than collec- 
tions with some lines re- 
porting sales as fairly good. 
Sales in New York City 
are more or less on a hand 
to mouth buying basis. 

OKLAHOMA: The oil 
situation in this section is 
improving and a consider- 
able change is expected by 
September. 

TEXAS: Melons and 
peaches are bringing both 
labor and money but no 
visible increase in pay- 
ments. Bumper produc- 
tion of fruit and produce 
crops affecting sales. 






































































| Gentlemen: 


It has always been the writer’s ambition to some 
day write a 100 per cent collection letter—one that 
would strike everybody just right and bring back 
nothing but checks, orders and expressions of good- 


i, will. 
I don’t expect to ever do it as I have seen too | 
| many different reactions from the same letter. 


Some folks that owe you money seem to think 
you ought to do nothing—others think you ought 
to sit up on your hind legs and wag your tail— 
some you have to bark at and a few you have to 
bite. 


Everyone ought to feel free to holler for the 


| money that is due—just as loud as they would hol- 
| ler for any raw materials which are not shipped 


promptly. Money is nothing but raw material and 
if you question that statement, try and produce 


| something without it. We want your business; also, 
| your good-will. Unless we receive our money we 
| won’t be able to manufacture these fine products 


we are shipping you. 
Therefore, let’s have that check we have been 











“this month's collection letter” 


We present our thirteenth 
“This Month's Collection 
Letter’. It is unique and 
effective and an example of 
good collection letter think- 
ing. 


What the country needs is 
more good collection letters. 
Their importance in helping 
pull business out of a depres- 
sion and then keeping it out 
is greatly underestimated. 
There is no short cut to profits 








@ Here is a collection letter, mildly 
humorous in implication, frank and 
straight forward in presentation, which 
has the added advantage of being writ- 
ten in a conversational manner that pre- 
sents the “please pay” argument in a way 
which is rational, effective and at all 
times to the point. 

It has the very important “‘you”’ atti- 
tude, presenting the idea of prompt pay- 
ment both from the angle of the com- 
pany sending the letter and from that of 
the company receiving the letter. 

The letter is contributed by E. J. 


|) waiting for which will be greatly appreciated. 


Yours very truly, 


CREDIT MANAGER. 








Hockstad, Treasurer of the Citrus Prod- 
ucts Company of Chicago, who states in 
an accompanying note that “we have 
used it with great success. It is shorn 
of all elaborate trimmings but we have 
tried to put the facts in such language 
to enable the debtor to think that the 
person who wrote it is as human as he 
is. We must not lose sight of the fact 
that the Credit Manager of any progres- 
sive and live company must not promis- 
cuously threaten one procedure or an-. 


as certain as collection letters 
that do their job. 


Send us your best and favor- 
ite collection letter for our 
“collection of collection let- 
ters’’ which we are gathering 
and which will later be pre- 
sented to readers of CREDIT 
and FINANCIAL MAN- 
AGEMENT. 


other to enforce collection of the ac- 
count. When we meet a situation such 
as this, we try to help the debtor make 
a settlement and co-operate with him as 
to an extension of the balance, having 
every confidence to liquidate on the date 
agreed upon.” 
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Burroughs 
Typewriter 


FS | _ £Accounting 
Se ts | SS’ Machine 


CALCULATES AND PRINTS This remarkable machine 


lends itself to an exception- 


RESULTS e 8 TYPEWRITES ally wide: variety of uses 
COMPLETE DESCRIPTIONS hecenes of See anang comemnaeie 


ing Burroughs features. For 
example—it multiplies directly, adds and subtracts and prints the result 
of its own calculations—it accumulates and prints totals—and it posts 
several related records at one time, with complete typewritten descrip- 
tions if desired. Since many of its operations are performed automatically, 





it is fast, easy to operate and greatly increases the production of neat, 
accurate and timely records. 


Ask to see it demonstrated on any work you have that requires calcu- 
lating and recording—especially on time tickets, billing, inventory, cost 
work, stores’ records, pro-rating, tax bills and similar jobs. Call the 
local Burroughs office, or, if you prefer, write for complete information. 


BURROUGHS ADDING MACHINE CO., 6259 SECOND BLVD., DETROIT, MICH. 





When writing to advertisers please mention Credit % Financial Management 


























































insurance 
digest 


inaugurated because 
of the credit fratern- 
ity’s close contact 
with the insurance 


field and need of 


information about it. 


New Life Insurance 


Holds Up Well in 1931 


New life insurance production has 
held up remarkably well this year in 
spite of the fact that industrial activ- 
ity has been at a low ebb for practically 
two years. New production grew from 
a total of $2,341,137,000 in 1913 to 
$12,885,390,000 in 1929, the peak year, 
and has only declined 11.6 this year un- 
der 1929 based on seven months’ figures 
for both periods. 

As to the total of outstanding life 
insurance and the effects of unemploy- 
ment, bank failures, industrial inactiv- 
ity and other depressing factors, only 
year-end statistics will reveal to what 
extent these adverse factors have con- 
tributed in reducing the volume in 
force. Seven months new production 
figures for 1931 compiled by the As- 
sociation of Life Insurance Presidents 
indicate total new business of $6,743,- 
673,000, a decline of 13 per cent un- 
der 1930, and 11.6 per cent below the 
peak year, 1929. 

The figures of the association include 
the totals of new ordinary insurance, 
industrial insurance and group insur- 
ance, exclusive of revivals, increases 
and dividend additions, of forty-four 
member companies which have 82 per 
cent of the total volume of life insur- 
ance outstanding in all United States 
legal reserve companies. 

Taken by groups, industrial insurance 
has made the best showing this year, 


despite large declines in other groups. 
Since industrial insurance is the dear- 
est, it is especially significant in these 
hard times. The cumulative total for 
the seven months in this class has de- 
clined only 4.7 per cent over 1930 fig- 
ures and 5.2 over 1929, the peak year. 
On the other hand, group insurance 
has declined 15.1 per cent for the first 
seven months of the current year and 
18 over 1929. 

Industrial insurance clearly indicates 
that although unemployment and in- 
dustrial inactivity exist people are con- 
tinuing to make payments on their 
policies. A prophecy may be ventured 
at this time. The total outstanding 
volume of insurance at the end of the 
year will not be decreased considerably, 
even if all the adverse factors are taken 
into consideration. A continuation of 
the depression will tell heavily in 1932, 
it is believed. 


July 
Fire Loss 


We are informed by the National 
Board of Fire Underwriters that the 
reported (estimated) fire loss for July 
1931 amounted to $33,024,594. This 
figure is a trifle less than the amount 
reported for the month of June. 

The total loss for the first seven 
months of this year is estimated as 
$275,592,861, as compared with $277,- 
147,521 for the similar period of last 
year. 


Fire Prevention Week 
October 4-10 


The National Fire Protection Asso- 
ciation committee on fire prevention 
and cleanup campaign announces that 
its manual, or Fire Prevention Week 
Handbook, has been completely revised. 
This is the sixth edition. The distribu- 
tion of literature on fire prevention 
and cleanup campaign is in charge of 
T. Alfred Fleming, 85 John Street, 
New York City. 


Guardian Issues 
New Annuity 


The Guardian Life Insurance Com- 
pany of America announces a new spe- 
cial annuity available after September 
1. The contract is not life insurance. 
Its purpose, according to the announce- 
ment, is to provide a retirement life 


income beginning at age fifty, fifty. 
five, sixty or sixty-five. No medical 
examination is required unless a dis. 
ability provision is applied for. 

The contract is worked out on unit 
plans, one of which provides for pay. 
ment of premiums in units of $100 a 
year and the other provides a $10 per 
month retirement income. 


Group Life Contract 
For 6,000 Employees 


The Equitable Life Assurance Society 
of the United States announces the 
completion of a group life insurance 
contract for the Union Oil Company 
of California which protects almost 
6,000 employees for an amount exceed. 
ing $26,500,000. The protection 
ranges from $1,000 to $18,000. 

According to the announcement, the 
Union Oil Company of California en- 
tered into a contributory group life in- 
surance contract with the Equitable in 
1915. The company paid the pre- 
miums and certificates of insurance 
totaling $1,676,000 were given free to 
1,676 employees. This non-contribu- 
tory plan of insurance, based on length 
of service, is effective today and em- 
ployees are eligible for amounts of in- 
surance ranging from $500 to $2,000. 
Through the years the number of em- 
ployees has increased more than three- 
fold, and on June 1, 1931, 5,958 work- 
ers were protected by free group life 
insurance in an amount in excess of 
$9,000,000. 

Under a contributory group plan in- 
augurated June 1, 1925, the company 
offered all employees eligible for insur- 
ance, that is those who had worked a 
year, protection in amounts ranging 
from $1,000 to $8,000 based on 
monthly earnings. On June 1, 1931, 
5,027 workers were insured for $11,- 
§18,750 under this later plan. 

Beginning Tuesday, September 1, a 
new supplementary contributory group 
life insurance plan became effective. 
The plan is based on earnings ranging 
from less than $100 a month up to 
$550 and over per month, and the 
amounts of insurance that can be taken 
out by any employee are graded from 
$1,000 to $18,000. This amended plan 
will affect 4,700 employees and will add 
about $6,000,000 to the total of group 
life insurance effective on the employees 
of the Union Oil Company of Cali- 
fornia. This will bring its total group 
insurance coverage up to $26,500,000. 
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English gold and credit history 


the background of the British 
Empire's stand ongold through- 
out the centuries 


a resume written in England by 


FRANCES W. HIRST 


Copyright, New York Tribune, Inc. 


old, and in its origins even more 

obscure than the history of money. 
Bills of exchange or their equivalent al- 
most certainly existed in the days of 
ancient Athens and ancient Rome. The 
modern history of banking may be said 
to have begun in Genoa and other Ital- 
ian republics, but it was carried to 
greater perfection in Holland by the 
Bank of Amsterdam. That famous 
bank flourished in the seventeenth cen- 
tury, but declined in importance dur- 
ing the eighteenth century after the 
establishment of the Bank of England 
and the growth of Britain as the leading 
naval and commercial power. 

Before the war, as editor of The 
Economist, I made the acquaintance of 
Mr. H. W. Search, chief of the dis- 
count department of the Bank of Eng- 
land and one of the ablest men in the 
City of London. He used to impress 
upon me two cardinal principles of 
banking. The first relates to the kind 
of securities which an ordinary deposit 
bank should accept when it is making 
loans to its customers. A bank, of 
course, ought not to accept securities 
of doubtful value. Its holdings should 
be safe. But safety is not enough. Its 
holdings should also be liquid—that is 
to say, easily salable at any moment 
or at a near date. Mr. Search was fond 
of illustrating this principle from a 
saying which he attributed to an able 
financier, well known in the middle of 
the last century but now forgotten, 
Charles Poulett Thomson. 

Poulett Thomson said “banking is 
the easiest business in the world. You 
have only to know the difference be- 
tween a bill of mortgage and a bill of 
exchange.” He meant, of course, that 
a banker should eschew bills of mort- 
gage because they are “frozen assets” 
which cannot be turned into cash at 
any moment, and that he should in- 
vest in bills of exchange. These are 
now usually treasury bills or commer- 
cial bills, and are short-dated securi- 


Te history of credit is almost as 


ties, payable as a rule three, four of 
six months hence. The distinction is 
all-important. Probably more banks 
have had to close their doors through 
neglecting it than for any other cause. 
A clever, pushful, ambitious banker 
naturally tries to persuade himself that 
it is safe to put the bank’s money out 
at high rates of interest in order to 
earn large dividends, but this specu- 
lative type is almost sure to come to 
grief. 

England owes the existence of treas- 
ury bills, to which I alluded just now, 
te the late Mr. Bagehot, who held the 
position of editor of The Economist. 
1 remember the late Lord Welby, who 
was for many years Permanent Secre- 
tary to the Treasury, telling me how 
the Chancellor of the Exchequer—Sir 
Stafford Northcote, I think—sent him 
to see Mr. Walter Bagehot to ask him 
if he could suggest an improvement on 
the bills issued by the government to 
raise money for short periods, in order 
to make them more attractive to the 
London market. The late Mr. Bagehot, 
after thinking the matter over, said: 


— 
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“The Treasury ought to imitate as 
closely as possible the ordinary com- 
mercial bill of exchange, usually a 
three months’ bill.” Mr. Bagehot’s sug- 
gestion was adopted, and the treasury 
bill resulted. The volume of treasury 
bills in 1930 was about equal to the vol- 
ume of commercial bills, so useful has 
this mode of financing become. 

The second principle emphasized by 
Mr. Search sounds simple enough, but 
is in reality highly controversial. It is 
the doctrine that the excellence of a 
good banking system shows itself in 
the economy of gold. In a sense, of 
course, this is not merely a truth but 
a truism, a platitude. The invention of 
credit and paper money and checks has 
been of inestimable value to business 
and commerce for this very reason that 
it enables business transactions both at 
home and abroad to be carried on with- 
out actual transfers of gold coins or 
bullion. 


The check is, as it were, a connecting 
link between cash and credit. The two 
things cannot be disconnected, for cash 
has been described—correctly in a sense 
—as the basis of credit. Perhaps we 
should say the limitation of credit, for 
credit cannot be safely extended with- 

(Continued on page 43) 





Whether the birds are singing or the snow is 
falling, sound insurance is the basis of credit. 
Mortgaged property, stocks of merchandise 
bought on credit, both must be protected by 
carefully arranged insurance written in sound 


companies. 


Etna Fire Group agents furnish 


merchants and property owners with a compre- 
hensive insurance service—not just a bundle of 
hit or miss policies — but real, carefully worked 
out protection. If your customers are insured 
in AEtna Fire Group companies, you know that 
honest claims under the policies will be paid 
promptly —a pleasant thought, certainly. 
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Semi-annual Statement 
July 1, 1931 


Cash Capital 
$24,000,000.00 


Net Surplus 
$36.398,755.35 
(Accumulated over 78 years) 
Surplus to Policyholders 
$60,398,755.35 


Additional Funds 
$38,936,368.00 
(Pro Rata Unearned Premiums) 


Reserved 


for miscellaneous accounts, taxes, 
dividends, and other obligations 


$12,754,865.55 


Assets 


Cash on hand, funds conservatively invested 
or current balances payable when due 


$112,089,988.90 


THE HOME '23t NEW YORK. 
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‘upon the mountain. 


REDIT is the “reliance on the truth 

or reality of something; trust given 
or received.” (Webster) Such is the 
definition of this mental concept, which 
is based on the idea of belief or faith. 
Faith is found to be a “firm belief in 
what another states, affirms, or testi- 
fies”, simply on the ground of his. truth 
or veracity; “intellectual conviction in 
general, on whatever based, including 
even an approach to absolute knowl- 


edge.” (Standard) 


Faith and credit are seen to be very 
closely related to each other, so closely, 
in fact, that the statement made in the 
Scripture, “Now faith is the substance 
of things hoped for, the evidence of 
things not seen” takes on an entirely 
new signficance. The words “faith” 
and “credit” can be interchanged with 
equal facility. 

The credit which is extended is done 
so on the strength of the character of 
the individual, or the “‘mark” that he 
has placed on himself by reason of his 
“high qualities; moral force” (Stand- 
ard), and this same mental concept be- 
comes manifest in “‘goods sold and de- 
livered”, whether that be merchandise 
or services for the creature comfort of 
the individual or the rehabilitation of 
an empire. 

The individual is the dominant tone 
in the symphony of being. Be it family, 
corporation, city, state or nation the 
character of the particular group will 
be the “mark” placed on it by the 
effective mentality of the individuals 
comprising that group. As any real 
credit grantor will testify, no matter 
how flattering a financial statement 
may appear, no matter how high the 
ratio of assets to liabilities may be, if 
the character be negative or missing, 
then the capacity and capital are of no 
avail. 

Yet there are those who would con- 
fuse the thought for the thing and who 
would seek to prostitute the concept 
for the paltry, temporary gain by let- 
ting down the bars as to the rational 
handling of credit in disregarding the 
obvious signs of unworthiness, or by 
placing an undue emphasis on the value 
of credit through an unwise offering 
of its advantages to those who are not 
Prepared to receive them. This state- 
ment holds with equal force whether it 
be retail or wholesale credit transac- 
tions. (The term wholesale is used in 
the sense of all such operations which 
are quite apart from the individual pur- 


chaser, whether it be banking, trans- 
portation, manufacturing, primary or 
secondary distribution, or any other 
form of business activity.) The effort 
to make three blades of grass grow 
where only one appeared before, and 
where the situation barely warrants the 
optimistic appearance of the second 
blade, is not conducive to good busi- 
ness, credit or cash. 

The experiences that the entire busi- 
ness world have gone through in the 
past few years have brought to light 
some interesting facts, most prominent 
among which are these: first, that the 
nations of the world are inter-related 
from every possible point of view; that 
the actions and thoughts of one are 
definitely felt by the others; and that 
no single one of them can be a law 
to itself; second, that the individuals 
are finding themselves freed from the 
false sense of limitation of time, dis- 
tance, accomplishment and existence 
itself, and being raised to a higher state 
of understanding as to the real meaning 
of business and life. 


Your clothes may speak so loudly 
that what you say cannot be heard. 
Cc. H. M. 
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The man who towers above the 
crowd on success stilts has to keep on 
constant guard against saws of jealousy 
and envy from below and against brick- 
bats of derision from above. 


JOHN HANCOCK SERIES 


CLOSE 
CORPORATIONS 


HERE corporate stock is closely 

held and it is desired to perpetuate 
this arrangement, there is no easier way 
of accomplishing the desired end than 
by employing Business Life Insurance 
as a source of immediate funds to pur- 
chase tne deceased stockholder’s interest. 


Among other phases of life insurance,” 


this. important subject is ékplained in 


our booklet, “This Matter of Success.” 


A copy will be sent to anyone interested. 


Address a letter to:— 


INQUIRY BUREAU 


LIFE INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS 


197 Clarendon St. Boston, Mass. 


Please send booklet, ‘““This Matter of 
Sugcess.” 
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Even 99 year leases 
are safely written 
with Sanford’s—the 
Ink that never fades. 


in Business 


/mportant Records are 
Usually Written with 


SANFORD 


PREMIUM WRITING FLUID 
“The Ink That Has Defied Time for TO Years* 
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think 





| wholly disapprove of 
what you say and will 


defend to the death 


your right to say it.— 
Voltaire to Helvetius 


@ “Our Readers Think” is an open 
platform for our readers. Criticisms of 
all kinds will be published on this page. 
We believe in the strength and power 
of controversy.. We believe in both 
brickbats and bouquets. There are no 
brickbats this month, perhaps we will 
have better luck next month. 


Our Light 
In Dark Africa 

Mr. P. M. Haight, Treasurer of the 
International General Electric Com- 
pany, and one of the magazine’s 
staunchest New York friends, has re- 
ceived the following letter from the 
Director of the South African General 
Electric Company in Johannesburg, 
South Africa: 

Dear Mr. Haight 

I am indebted to you for your 
thoughtfulness in having CREDIT AND 
FINANCIAL MANAGEMENT mailed to 
me as you have so kindly done. 

I assure you the credit department 
of the South African General Electric 
Company and myself appreciate it 
and the Company is only too pleased 
to absorb the small subscription, for 


it is convinced it is getting a good re- 
turn. 


One Good Editorial 
Deserves Another 

The editorial in the August issue of 
CREDIT AND FINANCIAL MANAGEMENT 
was an appraisal of the unemployment 
situation. Mr. William F. Ellis, Treas- 
urer of Grenci & Ellis, Inc., Peekskill, 
N. Y., was moved to give his reaction 
to the unemployment situation. His 
letter to us follows: 

Dear Sirs: 

As a consistent reader of CREDIT 
AND FINANCIAL MANAGEMENT, I 
was very much interested in the edi- 
torial appearing in the August issue. 
As a manufacturer, I am interested 
in market conditions; but, as an em- 
ployer, I am even more interested in 
unemployment. Consequently, the 
importance of this latter, as stressed 
by Mr. MeCall has my hearty en- 
dorsement. However, merely choos- 
ing this item as an important factor 
is not going to do much good unless 
it is looked at from every angle, every 
one of which has its own degree of 
importance. In the accompanying 
article, I bring out one of these de- 
tails and I present it to you for what- 
ever purpose you may choose it to 
serve. 

On the opposite page you have the 
privilege of reading the short article con- 
tributed by Mr. Ellis. 


Thank You, 
Mr. Jeffords 

The following is a letter received 
from Mr. W. A. Jeffords, Treasurer of 
the American Lava Corporation, Chat- 
tanooga, Tenn.: 

Dear Mr. McCall 

Congratulations on the last issue of 
our Association Magazine. I only fin- 
ished reading it yesterday because I 
found every article to be of thought- 
ful interested. 

In particular I liked your editorial 
and President Lee’s defense of the 
railroads. The great rail highways 
independent of public roads are an 
asset that we must be careful to pre- 
serve against unfair or unequal com- 
petition. 

Employment, as I understood your 
article to mean, is the gauge of hu- 
man welfare and national content. 
Unemployment should be watched so 
carefully in the future that a repeti- 
tion of the present crisis cannot oc- 
cur. To my mind the government, 
national, state and local, must take 
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up the slack, but take it up in time 
so that it won’t be such a gigantic 
task as now. 

I wonder if the “Equilibrists” or 
“Deflationists” realize what a volcano 
we are sitting on when large numbers 
of our population do not know where 
their next meal is coming from It’s 
no time for an attitude of complac- 

ency if our system of government is 

to survive! 
It is Usual 
To be Unusual 

Mr. George A. Lindblade, Secretary- 
Treasurer, Sundstrand Machine Tool 
Company, Rockford, Ill., after reading 
our August issue, writes 

Gentlemen: 

In your August, 1931, issue there 
were, as usual, several very good 
articles, among which is the article 
written by Alvan T. Simonds. 

Mr. Simonds mentioned several 
bulletins that guided him in his fore- 
cast. Would you please advise where 
we may obtain these bulletins and 
what the cost would be; Guaranty 
Survey, the Analist, and chart pre- 
pared by the Stable Money Associa- 
tion? 

You may want the same information 
requested by Mr. Lindblade so we are 
reproducing the Managing Editor’s an- 
swer to Mr. Lindblade’s letter. 

Dear Mr. Lindblade: 

Your comment that in our August 
issue there were “as usual, several 
good articles” is indeed appreciated. 
As in your case, so in that of several 
other readers who have been stimu- 
lated to write in, the article by Alvan 
T. Simonds is rated highly and I am 
glad to be able to give you the infor- 
mation you asked concerning the bul- 
letins mentioned by Mr. Simonds. 

Guaranty Survey can be obtained 
by writing to the Guaranty Trust 
Company of New York. The An- 
nalist is a full size weekly business 
publication of tabloid proportions, 
published in New York by the New 
York Times Company. The chart 
prepared by the Stable Money Asso- 
ciation undoubtedly comes from one 

of their bulletins. This is a worth- 
while organization and you can re- 
ceive this bulletin by becoming a 
member, for as little as $2.00 per 
year. The address of the Stable 
Money Association is 104 Fifth Ave- 
nue, New York. The Annalist is a 
subscription publication, but the 
the Guaranty Survey I am sure, can 
be yours for the asking. 
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should labor demand 


a lower wage? 


by WM. F. ELLIS 
Grenci & Ellis 


ABOR is a commodity whose cost 
to those using it would be con- 
trolled by natural economic forces 

were it not for the artificial measures 
injected through so-called agreements. 
The price of labor today is not out of 
line with the values which existed three 
years ago. That price today, however, is 
wholly out of line with prevailing rates 
of other purchaseable things. 

The manufacturer of materials has in- 
sisted on gradual cuts being made in his 
products. for the past two years. Why? 
Not because he was altruistic, but be- 
cause his primary desire was to sell his 
products and he recognized the necessity 
of lower prices in order to do so. 

Labor is not different. Any man who 
works for a living sells labor in one form 
or another. When he can no longer find 
a market for his product, Labor, he is 
forced into unemployment. 

A working man can least afford this 
suspension in the consumption of his 
product, of all suppliers of peoples’ 
needs. A corporation has capital or sur- 
plus to draw upon during such a period. 
The laborer has neither of these. There 
has, of course, been much artificial price 
fixing in all commodities notwithstand- 
ing governmental efforts to prohibit 
monopolistic enterprises. No price, how- 
ever well fixed, is capable of holding up 
long under dwindling demand or re- 
duced purchasing power. In times like 
the present, prices very soon find their 
true economic level and once 
found, fall below it. 

Every effort to minimize the current 
stringency has been predicated upon the 
firm conviction that in time prices, etc., 
will be back to where we like to see 
them. No one doubts the fundamental 
soundness of our Business Structure and 
when the Cycle starts to swing upward 
it will go far beyond any mark hereto- 
fore set. Comforting as it is to believe 
all of this, it yet produces an influence 
which will retard rather than hasten the 
hoped for recovery. The more we allow 
our minds to dwell on this inevitable 
course of adjustment, the longer we will 

be in its attainment. 

History furnishes us with a clear pro- 


gression of events with a well-defined 
upward trend but it has not been con- 
sistently so. Wars, plagues, catastro- 
phies and man-made errors have all, 
from time to time, contributed in mo- 
mentarily retarding this progress. Peri- 
ods of depression have alternated with 
eras of prosperity in bringing us to our 
present stage. There have been two steps 
forward for every one back. To put 
your finger on each contributing cause 
of our present crisis is fully as impos- 
sible as it is to deliberately prognosticate 
the outcome. It may be a long, long 
time before employers of labor will be 
able to pay the same high wages they did 
in 1928. By reason of the poorer re- 
turns to invested capital, there are fewer 
employers today than there were three 
years ago. All of this produces a cur- 
tailment in the demand for labor which 
in turn effects a noticeable reduction in 
the purchasing capacity of the people. 

Those employers of labor who are still 
struggling along under these adverse 
conditions are selling their merchandise 
or services at prices materially lower 
than they were two and three years ago. 
They are not pleased to do this but, 
nevertheless, the very fact that they do 
continue in business is tacitly an evi- 
dence of their voluntary acceptance of 
conditions as they are. For the sake of 
their businesses they can not afford to 
do otherwise, and yet, in the majority 
of instances neither have they toiled so 
long nor so painfully to establish their 
industries as has Labor to reach its pres- 
ent-day position. 

In light of this and other circum- 
stances, one is led to question whether 
the man who sells his labor can long 
afford to maintain so high a price on his 
commodity. It has not been an easy task 
for Labor to amalgamate its forces 
throughout the world into such an in- 
telligent and industrious organization as 
it is today. Neither is it easy, after such 
slow and desperate struggling, to volun- 
tarily withdraw from any of the ground 
that has been gained. 

History, however, is replete with fluc- 
tuations in individual and national for- 
tunes and there are many cases of a wise 
retreat resulting in ultimate victory if 
it is well-timed to the exigencies of the 
moment. Like all other commodities, 
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Labor has been rendered outside the con- 
trol of man by the present circumstances 
and every economic factor points to 
lower wages as the right road out. La- 
bor, however, is an entity no longer 
subject to dictation by those who employ 
it. Wage adjustments must be promul- 
gated and carried out by the workers 
themselves, if any general benefit is to 
accrue therefrom. 


twin reservoirs 
(Continued from page 19) 


loss-cost, in order to avoid a loss. The 
time-lag therefore not only makes it 
possible for the companies to reap the 
benefit of preventive activity but makes 
it necessary for them to institute such 
activity in order not to slip backwards. 

Casualty insurance is like fire in- 
surance in the short duration of the 
contract, but because of the slow ma- 
turing of the experience there is a still 
greater lag between the experience and 
the rates, and consequently an even 
greater chance to capitalize preventive 
activity and correspondingly a still 
greater compulsion to institute such ac- 
tivity . 

In the case of some hazards, for in- 
stance steam boiler hazards and elevator 
hazards, the need for preventive activity 
is imperative. In both of these cases it 
is evident that a highgrade inspection 
service is required and insurance protec- 
tion and inspection service are given to- 
gether apparently largely as a matter of 
convenience and economy. Certainly if 
the insurance company did not furnish 
the inspection service it would be quite 
necessary for the owner of a steam boiler 
or an elevator to secure such service 
from some other source. 

In the case of some other hazards the 
need for preventive activity has not been 
so compelling. The safety movement in 
the workmen’s compensation field for 
instance did not develop entirely out of 
the sheer human necessities of the case, 
as in steam boiler jnsurance. A very 
considerable factor in setting it into mo- 
tion was the economic advantage to the 
insurance companies of preventive ac- 
tivity. The insurance companies were 
at the same time able to arouse the ac- 
tive interest of the assured in such work 
on a similar basis because of the fact 
that the results of safety activity would 
be passed on to the assured in the form 
of lowered premiums and because of the 

fact that the interest of the assured was 
sharpened through the introduction of 
merit-rating, a system which made it 
(Continued on page 41) 
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the new books 





iin of the important books 
on business, to aid executives 
whose reading hours are limited. 


This Month's 

Business Book 

BUSINESS ADRIFT. Wallace Brett 
Donham. McGraw-Hill Book Co., 
N.Y. 1931. 165 pp. $2.50. 


In this book the Dean of the Harvard 
Graduate School of Business Adminis- 
tration looks at business and finds that 
it needs a plan. Being a public-spirited 
citizen, as well as an experienced ad- 
ministrator, he proceeds to offer one of 
his own. 

What we need, says Dean Donhan, is 
security. We have been in a fool’s para- 
dise, regarding good business as a sub- 
stitute for security. Now we must face 
the problem. Increased security and 
leisure will tend to increase costs, but if 
we proceed carefully these costs will be 
offset by improvements in technology 
and management. Giving security and 
leisure will also lessen sales resistance and 
build up demand. 

Under the Dean’s plan for stabiliza- 
tion and security, the home market 
would be intensively developed. He does 
not believe that “the aggressive export 
of manufactured commodities” is good 
for American business. Our first duty, 
he suggests, is to plan so that our labor 
attains security and shares equitably in 
the general progress. 

In regard to the maintenance of high 
wage schedules Dean Donham frankly 
admits a right-about-face. When Henry 
Ford established his five-dollar-a-day 


minimum wage the Dean would have 


none of it. He now believes that Ford’s 
greatest service to American business 
was not his development of a low-priced 
automobile but his dramatization of the 
possibilities of a combination of in- 
creased wages and decreased costs. 
What we need, Dean Donham con- 
cludes, is effective and rationally fore- 
sighted leadership, culminating in phil- 
osophically sound planning. On the 
question of whether or not we obtain 
such leadership from American business, 
the fate of capitalization may well de- 
pend. Moreover, we must remember 
that even plans made through such lead- 
ership will be dangerous if the leaders 
lack a philosophy of the problems of 
business as related to civilization or fail 
to develop the modes and habits of 
thought necessary to the rational fore- 
sight required in a changing world. 
The high-lights of Dean Donham’s 
earnest message are his emphasis on the 
challenge of Russia in the present world 
situation, his belief in the fallacy of ex- 
cessive dependence on foreign trade, and 
his conviction that unless we develop a 
philosophy, a plan and a method of 
thinking about the future, the influence 
of American business on civilization will 
be not helpful but destructive. 
—Frank A. FALL. 


Notable 

Collaboration 

ONWARD INDUSTRY! James D. 
Mooney and Alan C. Reiley. Harper 
& Brothers, N. Y. 1931. 564 pp. 
$6.00. 


No one who is called upon to review 
two such books as “Business Adrift” 
and “Onward Industry!” in a single 
issue can doubt that some good clear 
thinking is being done about American 
business. 

Dean Donham’s work is the featured 
book this month, but “Onward Indus- 
try!” is fully entitled to share the honor. 
The authors are two fairly young men 
who know the selling game from A to Z 
—James D. Mooney, vice-president of 
General Motors Corporation in charge 
of overseas operations and Alan C. Rei- 
ley, for many years advertising manager 
of the Remington Typewriter Company. 

The authors study industry from a 
new point of view. They start with 
the idea that the principles of organiza- 
tion have slowly developed through the 
centuries, in such institutions as the 
church, the army and the government. 
Having carefully traced this historical 
development, they apply the basic prin- 
ciples of organization to industry as it 


exists today and as we hope it may ex. 
ist tomorrow or the day after. 

From the nature of their duties and 
their experience, the collaborating au- 
thors are frankly interested in market 
expansion. This process involves, they 
submit, something more than a common 
industrial interest. It involves an ac- 
tual industrial inter-dependence that ex- 
tends to all industry, including all com- 
petitors in the same industry. This ser- 
vice of market extension, they say, is, 
in its very nature, one from which the 
industrial organization that renders it 
can benefit no more than all the rest, 
When the nature of such service and its 
industrial necessity are clearly under- 
stood, even active competitors may un- 
dertake such service in the same spirit 
of mutual helpfulness that should be 
manifest in industry as a whole. 

Messrs. Mooney and Reiley assert the 
belief that modern industry has vindi- 
cated its ability to lead in the efficiency 
of the individual industrial units it has 
created. But they challenge this lead- 
ership to enlarge its horizon and to see 
beyond each individual interest the 
greater common interest. When indus- 
try achieves an integrated co-ordination 
for such a purpose it will, they believe, 
also achieve a collective power in human 
affairs that will enable it to speak with 
far greater authority in the halls of leg- 
islation than any dependent or restric- 
tive interest. 

In Russia today, industry has become 
the only “‘estate,”—the one interest on 
which all others depend. If it gains a 
similar position in other countries, the 
very immensity of its power will impose 
the severest moral obligations in its ex- 
ercise. Such power, the authors con- 
clude, can be lost only through forfei- 
ture, and such forfeit can come only 
through deviation. But the power will 
endure so long as integrated industry 
holds its course true to its legitimate ob- 
jective. 


—F. A. F. 


Status of 

The Director 

CORPORATE DIRECTORS. Howard 

Hilton Spellman. Prentice-Hall, Inc. 
N. Y. 1931. 780 pp. $10.00. 


This volume, prepared by a member 
of the New York bar, is the first legal 
treatise on the subject of corporate di- 
rectors. In view of the sweeping changes 
that have taken place in business and 
financial organization during the past 
twenty years, its publication is timely. 

(Continued on page 42) 
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better than guessing 
(Continued from page 9) 


coming in the stock market and in 
business. Business statistics do not 
serve their basic purpose unless they 
give the executive automatic warning 
signals about what may happen tomor- 
row, next week and next month. But 
back of facts that will serve this pur- 
pose must be a research program that is 
comprehensive in the business and in- 
dustrial field and specific in its inter- 
pretation of individual industries and 
units. 


“Before the present depression, for 
example, our statistics indicated that 
the automobile industry could not con- 
tinue its heavy production schedules 
over the next two or three years. Many 
of the automobile manufacturers knew 
this as well as we did but the main- 
tenance of their production was a vir- 
tual necessity in the face of other com- 
petition. Just what the automobile 
saturation point is has never been de- 
termined. It has long been a subject 
of controversy. But we do know how 
many families there are in the country 
and how many of these families have 
one or more cars. One large automo- 
tive manufacturer made a study of the 
life of the average car, or the number 
of years the average car is used until 
it is ready to be entirely disposed of. 
This analysis entailed the inspection of 
more than 40,000 cars going to the 
scrap-heap and questionnaires to thou- 
sands of automobile users. The survey 
indicated that an automobile is in use 
and is an active force in the automobile 
market, on the average, for about six 
years. A correlation of these data, with 
the production capacity and schedules 
of automotive manufacturers, should 
furnish the basis of an intelligent fore- 
cast of what the automobile industry is 
likely to do tomorrow, next week and 
next month.” 


The subject matter given in this ar- 
ticle summarizes the business talk with 
Mr. Blake. We discussed in addition 
to these fundamentals present prospects 
for business gains and fluctuations. 
When I made my appointment with 
Mr. Blake I promised that I wouldn’t 
ask him to do any prognosticating or to 
make any predictions about business. I 
must, of course, adhere to my agree- 
ment, but in doing so I believe I have 
the license to repeat one thing he said, 
“Every business man should study the 
present banking situation carefully and 
thoroughly. A study of this kind will 
be very valuable because in the banking 


situation of today we may find many 
answers to the questions that we are 
asking.” 

Business statistics, properly inter- 
preted and properly used, are one of 
management’s most valuable tools. A 
short article of this nature can at best, 
give but a brief study of the broad and 
significant field of business statistics. 
If you have any specific questions you 
want answered I’m sure Mr. Blake will 
be glad to answer them. Write to him 
at the Standard Statistics Company, 345 
Hudson Street, New York. 


A C. O. D. Town 


An interesting experiment in the 
matter of cash-on-the-spot business is 
being conducted in Bloomfield, Neb., 
according to a United Press report. 


Led by P. B. Lonergan, the town of 
Bloomfield is fighting agricultural hard 
times, bank failures, falling wheat 
prices, swarms of grasshoppers, and, 
perhaps most important of all, to keep 
its reputation as the only strictly cash- 
on-the-spot community in America. 


»”> 


Three years ago, “Pay” Lonergan 
originated the plan which gave Bloom- 
field its reputation as ““Nebraska’s Cash 
Town”. As president of the Commer- 
cial Club, he got the signature of every 
merchant to an agreement not to ex- 
tend credit to anybody anytime. 


There had to be a few exceptions, 
automobile and radio dealers finally 
were given a special dispensation to sell 
on the installment plan. But doctors 
and lawyers held fast, however, to the 
plan, even in births and divorces. 


Then came 1931. The wheat har- 
vest was good, but the price was below 
production cost. Banks failed. And 
finally came the hordes of grasshoppers. 
Corn was eaten off at the level of the 
ground, every green thing fell before 
the insect legions. 


“There’s where P. B.’s cash plan 
fails”, said some of the merchants, as 
the enormity of the disaster became ap- 
parent. 


“Not on your life,” answered Mr. 
Lonergan, and he started the fight 
Bloomfield is waging now. 


Every merchant entering the cash 
plan agreement had agreed to pay a 
heavy fine if he failed to continue the 
system, and Mr. Lonergan says they'll 
pay if they fail. 

“We're making people realize it’s 
easier to pay their bills now than to let 
them accumulate,” he explained. 
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“What Shall I Say?’ 


In business, there is no ineffi- 
ciency like that which comes from a 

overty of language. The man who 
Lensies in expressing himself 
wastes not only his own time, but that 
of others. Moreover, poor English, 
whether written or spoken, often 
defeats its purpose, and not infre- 
quently makes both the individual 
and his firm appear ridiculous. Is 
your English an asset or a liability? 


Good English Is Not a Gift 


Now you can improve your com- 
mand of language quickly and en- 
joyably in the privacy and comfort 
oll onemt own home, and with the 
minimum expenditure of energy, 
time, and money. Through ne ie 
stitute’s new self-teaching course in 
Practical English and Effective 
Speech you can enlarge your v 

ulary, eliminate your mistakes in 
grammar and pronunciation, and 
generally improve your expression. 


Fifteen Lessons, $17.50 


The course consists of fifteen lesson 
texts, and fifteen sets of self-check- 
ing exercises, questions, and an- 
swers by which. you can test your 
knowledge of the lessons. Should 
you need help regarding some spe- 
cial point, you are privileged to avail 
yourself of the Institute’s Consulta- 
tion Service. The entire cost of the 
course, including consultation ser- 
vice for one year, is only $17.50. 


If you recognize the impor- 
tance of snot and seek 
a pleasant, practical way to 
improve it, mail the coupon 
today for a three-lesson trial 
of this practical course. 
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: 


THE BETTER-ENGLISH INSTITUTE 
OF AMERICA 
30 North Michigan Avenue - Chicago 


Please send me the first three lessons of your new 
course in Practical English and Effective S 

for which I agree to pay the postman $3.50 on de- 
livery. I understand that you will refund this pay- 
ment to me, should I be in any way displeased with 
the lessons or find them unsuited to my needs. In 
the event I decide to enroll for the oo course, 
you are to allow me full credit for the payment. 


TOA ne 


ADDRESS 
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= m.e.thinks = 


OP o’ the mornin’ to you. And 
T= you heard of any new mora- 

toriums of late? No? Well, well, 
where have you been? 

How’s your Plan then? You haven’t 
heard of a new moratorium and you dare 
admit having no Plan! Wake up, sleepy 
head! Everyone has a Plan. Every pro- 
gram, every method of procedure, every 
line of action is a Plan now. You just 
must have a Plan these days. The Soviets 
have a word for it—Piatiletka! 


It's All Over Now 


Stalin started it with a couple of Five 
Year Plans or Piatiletkas for Russia. 
Then Hoover came out with a Twenty 
Year Plan for the U. S.. And Bernard 
Shaw says that what’s wrong with Eng- 
land is that it hasn’t any Five Year 
Plan. Rhode Island recently admitted 
having completed a successful Five Year 
Plan for its industry. And Minnesota 
farmers are on the threshold of a second 
Ten Year Plan, cutcing down wheat 
acreage and guiding more “Bossies” and 
Lil Red Hens through the perilous paths 
of adolescence to the ripe age when they 
give their benefactors gold-bringing 
milk and eggs. 

And YOU haven’t a plan! Come, 
come, the Jones’s have dropped their 
budget; they have a One Year Plan 
now. And lots of others are keeping up. 
It’s quite the thing. 

The political party that wishes suc- 
cess in the next national elections can 
forget the platform, ignore the tariff, 
and snub prohibition. All it need do is 
promise a Four Year Plan for all the 
citizens of this fair land from the rock 
bound coasts of Maine to the sunkist 
strands of California, as the spellbinders 
prefer to.phrase it. Of course, the prom- 
ise needn’t be kept. Why break tradition 
in politics? 


A Plan to End Plans 


Right now, methinks, there should be 
a Plan to end all Plans. 

Actually I am not opposed to plan- 
ning and organization. They are neces- 
sary to individuals, corporations, civili- 
zation. But there lingers the fear in this 
sturdy old soul that our Plans of today 
may fade with the first gleam of Pros- 
perity’s dawn. 

Economic planning on a sound basis 
should and can be a great boon to man- 
kind. It need not take on the aspect of 
state capitalism as in Soviet Russia. It 
can eliminate the evils of overproduc- 
tion, foolhardy credit expansion, conse- 
quent depression. 


Shameful, indeed, would it be if the 
very useful Plan idea became a fad and 
disappeared as rapidly as Tom Thumb 
Golf, bantam cars, or the “Buy Now” 
campaign of last winter. There ought 
to be a law against plans, but there 
ought to be a Plan. Do you follow me? 


new credit survey 


URRENT obligations in the form 

of open credit and installment ac- 
counts continued to be paid in orderly 
manner during the January-June period 
of the current year while new obliga- 
tions were assumed in the same propor- 
tion to cash sales as formerly, according 
tc the third semi-annual retail credit 
survey made public by the Department 
of Commerce. 

The facts set forth in this report, 
based on returns received from 483 
retail establishments, in 25 cities, rep- 
resenting seven lines of retail business, 
show that current obligations in the 
form of open credit and installment 
accounts continued to be paid in an 
orderly manner and new ones assumed 
in the same proportion to cash sales 
as formerly. 

The semi-annual retail credit surveys 
are conducted every January and July 
by the Department of Commerce at the 
request and with the cooperation of 
the National Retail Credit Association 
and its affiliated credit bureaus in rep- 
resentative cities throughout the coun- 
try. The results of these surveys act 
as a chart or guide to the merchant and 
his credit manager, enabling them to 
compare their own figures with those 
of others operating under similar con- 
ditions. They are also of value to all 
those who are interested in retail 
credit conditions as a whole and trends 
in changing conditions. 

The current study contains reports 
from 483 retail establishments, includ- 
ing 104 department stores, 75 furniture 
stores, §1 jewelry stores, 92 men’s 
clothing stores, 51 shoe stores, 81 
women’s specialty stores, and 29 elec- 
trical appliance stores, located in 25 
cities, with total net sales of over half 
a billion dollars for the first six months 
of 1931, show that net sales decreased 
8.7 per cent in comparison with those 
for the corresponding period in 1930. 

The report reveals that the changes 
in the proportions of total sales on 
cash, open credit (regular charge ac- 
count) and installment (deferred pay- 


ment) basis, during the period studied, 


were very small. Cash sales increased 
from 43.4 per cent of total sales to 


45.0 per cent; open credit sales de- 
creased from 45.9 per cent to 44.9 per 
cent; and installment sales decreased 
from 10.7 per cent to 10.0 per cent, 

Returns and allowances (including 
repossessions on installment sales) for 
the 348 stores reporting were 10.4 per 
cent of gross sales for the first six 
months of 1930 and 10.2 per cent for 
the same period in 1931. Returns and 
allowances decreased slightly on all 
types of sales—cash, open credit, and 
installment. 

The open-account collection percent- 
age for all stores for January-June, 
1930, was 41.7 per cent and for 1931, 
39.6 per cent. Installment account col- 
lection percentage for all stores Janu- 
ary-June, 1930, was 15.4 per cent and 
for 1931, 15.1 per cent. 

The average bad debt loss on open 
credit account of all stores reporting 
was 0.6 for the first six months of 
1930 and 0.8 per cent for the corre- 
sponding period in 1931. For install- 
ment accounts for all stores—1.5 per 
cent in 1930 and 1.9 per cent in 1931, 
the report discloses. 

Copies of the “Retail Credit Survey,” 
issued as Domestic Commerce Series 
No. 53 may be obtained for 10 cents 
from the Superintendent of Documents, 
Government Printing Office, Washing- 
ton, D. C., or any of the Branch Offices 
of the Bureau of Foreign and Domestic 
Commerce located in principal cities 
throughout the country. 


now more than ever 
(Continued from page 11) 


fought the battle of credits over a third 
of acentury. If our morale is sound and 
our generalship adequate, the seasoned 
army of credit executives represented by 
our membership will cope successfully 
with today’s challenge to leadership. 

Problems confront us today as they 
confront every business organization; 
but they are not at all insurmountable. 
They are trivial in comparison to the 
great field of possibilities which lie be- 
fore us. We face the future confident of 
the advantages we possess, anxious to 
employ them for the good of general 
business and, above all, not only to hold 
the territory already won, but to move 
forward to conquer new fields. 

New responsibilities and new oppor- 
tunities are before us. We shall not 
fail in meeting the one and in taking 
advantage of the other. A little more 
concentration of effort, a little more 
sacrifice and we shall be on our way to 
the goal of greater achievement. 
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(Continued from page 37) 


possible for him to reap the benefits of 
his own preventive activities, instead of 
merely getting his share of the benefits 
that came from the activity of the mass. 


As a matter of fact workmen’s com- 
pensation insurance is exactly one of 
those fields where preventive activity is 
not merely desirable in order that a 
profit may be made but imperative in 
order that a loss may be averted. The 
mechanization of industry and other 
factors in modern industrial life are hav- 
ing the effect of making industry intrin- 
sically more hazardous. Industry if left 
to itself, that is, without the instituting 
of safety activities, would unquestion- 
ably register a steadily increasing loss- 
cost. The safety movement is there- 
fore a necessity to the insurance com- 
panies if they are to escape heavy and 
steady losses. 


While a saving from a safety move- 
ment goes for a few years to the insur- 
ance company, the benefit of the saving 
is thereafter passed on to the assured in 
the form of the lowered rates that are 
based upon the improved experience. 
Since however the law of diminishing 
returns will operate in the conservation 
field as elsewhere, a point will eventual- 
ly be reached where the cost of conser- 
vation efforts will equal the further re- 
turn in the form of savings. It will not 
pay to imcrease conservation efforts be- 
yond this point unless conditions should 
change. On the other hand, they must 
be maintained at this level in order to 
prevent the company from slipping 
backward and making a loss. Rates will 
soon adjust themselves however to the 
situation and when they do there will be 
no margin in the adjusted rates to pay 
even for this amount of preventive 
work and much less for any increase. 


The only way of taking care of the 
situation will be to charge up the cost 
of this preventive activity to the as- 
sured. The assured has been gradually 
given all the benefit that has resulted 
from preventive activities and when the 
point has been reached where the sav- 
ings equal the cost of additional activi- 
ties he must from this point on carry 
the whole of this cost also. 


As a matter of fact, the transfer of 
the cost of preventive activities to the 
assured will not be made suddenly. As 
the amount of preventive activity in- 
creases, the expenses and the loading 
upon the rates increases. So that the as- 





sured at the same time that he comes 
into the enjoyment of a decrease in rates, 
due to a decrease in the loss cost, also 
experiences an increase in the expense 
factor. The decrease in the rates due to 
more favorable experience however more 
than balances the increase in the expense. 


In some states state officials have the 
power to limit, and do limit, the amount 
of expense in the case of workmen’s 
compensation insurance that a company 
can put into the rates. This makes it 
impossible for the company to pass the 
cost of preventive activity on to the 
assured. Since the savings due to the 
exercise of preventive activity have gone 
automatically to the assured through 
rate adjustment the company is left in 
the position of having to carry the cost 
of this preventive activity without en- 
joying any benefit from it. The effect 
is that the company under these cir- 
cumstances will not be able to carry on 
such activities. How devastating in its 
effect upon sound development would 
have been a limitation of the amount 
that an insurance company could pay 
for expense in the case for instance of 
steam boiler insurance! It would have 
killed the development of the tremen- 
dously important service that the in- 
surance companies give in keeping steam 
boilers in proper condition. 

In most lines of insurance not only 
has this static condition not been 
reached but the field of conservational 
activity has been only slightly culti- 
vated. The reason for this is that in- 
surance for the most part has not yet 
emerged from its primitive period. The 
primitive period in any business is char- 
acterized by an absorption in production 
with very little attention paid to outgo. 
This period is illustrated by the early 
days of farming in the middlewest when 
crops were had by merely scratching the 
soil and sowing the seed with neither in- 
tensive cultivation nor the use of fer- 
tilizer. The primitive period in indus- 
try was that period when, particularly 
under a protective tariff, industry could 
afford to concentrate on the production 
of the main product with little atten- 
tion given to the development of by- 
products. 

But just as the primitive period has 
passed in agriculture and in industry, so 
the primitive period is passing in insur- 
ance. Competition is making the writ- 
ing of a large volume of business in- 
creasingly difficult. Restrictive legisla- 
tion is making the getting of adequate 
rates more and more difficult. Our hec- 
tic, mechanized civilization is making 
life continually more dangerous. It is 
necessary for insurance companies to 
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turn their attention more and more 
strongly to conservation of outgo both 
because of the difficulty of increasing in- 
come and in order to counteract a rising 
loss-cost. 

Conservation is a necessary develop- 
ment in insurance on economic grounds, 
and these grounds are in the last anal- 
ysis social. There are however also more 
immediately social considerations that 
must be taken into account. While the 
main and preponderating effect of in- 
surance is beneficial there is a secondary 
effect in the case of most insurance that 
is adverse to the public good; insurance 
tends to weaken the sense of individual 
responsibility. If all the fire insurance 
in the city of New York were cancelled, 
calamitous as that would be, it would 
undoubtedly have the effect of greatly 
stiffening individual responsibility. With 
no insurance on the city we would not 
do some of the careless things that we 
do now. In a certain sense then in- 
surance owes a duty to society to re- 
place what it has removed with an 
equivalent. This it is in a position to 
do by carrying on conservational ac- 
tivity on a far larger and more effec- 
tive scale than could be attempted by 
the separate units that are insured. 





UT credit records and other 
writing in everyday inks is al- 


most as risky. It can be altered 
and eradicated, or faded by age, 
heat and moisture! 


You can protect all your writing, at no 
extra cost, and impart beauty and dignity 
as well, by using Higgins’ Eternal Black 
Writing Ink—permanent as the pyramids— 
the choice for business and personal writ- 
ing of discriminating individuals every- 
where. 


Try it today and see its superiority! 


CHAS. M. HIGGINS & CO., Inc. 
271 Ninth St. Brooklyn, N. Y. 


Also makers of Higgins’ American Drawing Inks 
for Half a Century 
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answers to 


credit =A 
questions 


Conducted by Walter C. Foster 


Judgment as a Preferred Claim in 
Bankruptcy 


Q. (a) Where a’ judgment is secured 
and properly filed and is outstanding for 
a period of four months from date of fil- 
ing, does it become a preferred claim over 
ordinary creditors in the event. of bank- 
ruptcy? 

(b) Is it required that the levy be made 
first? 

(c) Kindly give us your opinion as to 
what a deficiency judgment is. 

A. (a) The bankruptcy law provides that 
liens recognized by state law are valid as 
against the trustee in bankruptcy, provided 
they are not preferences created within four 
months prior to bankruptcy. 

(b) In the State of New York the docketing 
of a judgment itself creates a lien as against 
real estate. If the debtor has no real estate 
the docketing of a judgment does not create 
a lien in the absence of a levy on personal 
property belonging to the debtor. If the fien 
in either case becomes effective and remains 
undisturbed for a period of four months pre- 
ceding the filing of a petition in bankruptcy 
it is a preferred claim. 

(c) A deficiency judgment is a judgment 
for a balance remaining after realizing upon 
security such as after the foreclosure of a 
mortgage. 


Responsibility of a Vendor Upon 
His Failure to Properly Value 
Goods Shipped 


Q. When orders are received without 
shipping instructions by a vendor whose 
usual shipping terms are F. O. B. factory, 
is the vendor or the vendee responsible for 
such value of the shipment as is represent- 
ed by the difference between the insurance 
provided by the transportation company 
and the actual value of the merchandise 
in the event of loss in transit? 


A. The law is clear that delivery to a car- 
rier is incomplete so as to charge a vendee with 
the responsibility for loss or damage unless the 
vendor in so delivering exercises due care and 
diligence to provide the vendee with a remedy 
against the carrier. In Clark vs. Hutchins, 14 
East. 475, in speaking of a vendor’s obligations 
under such circumstances the Court said: “He 
(the vendor) had an implied authority and it 
was his duty to do whatever was necessary to 
secure the responsibility of the carriers for the 
safe delivery of the goods and to put them into 
such-a course of conveyance as that in case of 
a loss the defendant might have his indemnity 
against the carrier.” 


The rule enunciated in the above case is typi- 
cal of the construction placed upon delivery 
contracts under such circumstances. In the ab- 
sence of a request by the vendee as to a par- 
ticular means of conveyance the vendor is forced 
to give the vendee all reasonable protection. Upon 
the vendor’s failure to exercise this necessary 
care, he subjects himself to any ensuing liability. 


Deposits as Preferred Claims 


Q. Where a letter of credit is depos- 
ited with a bank, which bank fails, and is 
taken over by a Receiver or the State 
Bank Committee, would this letter of 
credit be a preferred asset and would it 
be refunded at once? 


A. Mere proof of the insolvency of a bank 
does not entitle one who made a deposit in it 
on the day before it was closed by the Bank- 
ing Department, to recover his deposit in full, 
for in order to justify such release, it must 
appear that, when the bank receives the de- 
posit, the officers and directors actually knew 
the state of its insolvency. There are many 
authorities to explain the aforementioned 
statement. As one of the cases states it, “the 
mere fact of insolvency at the time the deposit 
was received is not sufficient to justify a 
finding of fraud but the insolvency must be 
of such a character that it was manifestly im- 
possible for the bankers to continue in business 
and meet their obligations and that fact must 
have been known to the bankers so as to 
justify the conclusion that the bankers ac- 
cepted the depositor’s money knowing that 
they would not and could not respond when 
the depositor demanded it.” It is fraud that 
must be proven. An honest mistake as to the 
condition of the bank and an honest belief in 
the solvency of the institution, if it existed, 
nullify the conclusion of the fraud upon 
which the plaintiff’s cause for action must 
depend. It is interesting to note, if the nec- 
essary knowledge and fraud on the part of the 
directors is established, the penal law, section 
295, characterizes such conduct as a crime 
under the laws of the State of New York. 


Receiverships—Ohio 


Q. If a receivership is declared for an 
Ohio corporation and certain assets, plant, 
equipment, receivables, etc., are due and 
there is a branch located in Pennsylvania 
where an ancillary receiver is appointed, 
is it correct that under Pennsylvania laws 
no funds shall be taken from the state of 
Pennsylvania to pay bills in any other 
state until all bills are paid in Pennsyl- 
vania? 

A. The following excerpt from an opinion of 
Meatrezat, J., in the case of Frowert vs. Blank, 
205 Pa., 299 (1903), explains the view of the 
Pennsylvania courts in these matters: “When the 
funds of the insolvent corporation in Pennsyl- 
vania were placed in the hands of an ancillary 
receiver, they were subject to the claims of the 
creditors of the corporation in this state. The 
New York receiver had no lien upon them and 
could not take possession without authority of 
the Court which . . . would not be granted as 
against the rights of domestic creditors. *The 
claims of these creditors were duly presented to 
and proved before an auditor appointed by the 
Court while the funds were still in the hands of 
the receiver and within his jurisdiction and 
hence subject to the order of the court until the 
assets of our insolvent corporation have been 
taken possession of by a receiver appointed by 
the courts of the domicile of the corporation 
and while they are still within the domestic 
jurisdiction, a foreign receiver by virtue of his 
appointment is not in a position to assert his 
control over the assets, nor to exercise any au- 
thority over them as against domestic creditors.” 


paging the new books 
(Continued from page 38) 
Changes in the relations between cor- 


porations and their stockholders have 
come about gradually but none the less 
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definitely. The corporation was origi- 
nally regarded as a legal convenience for 
dodging personal liability, representing 
the sum total of the joint endeavors of 
its stockholders. The stockholders were 
collaborators in business activity. They 
are that no longer in any real sense, 
They have become simply investors, and 
their functional powers go no further 
than the protection of their investment, 


Many factors have contributed to this 
change. Among them are the multi- 
plicity of individual stock holdings, the 
‘diversification of wealth, complexities in 
industrial processes and advanced meth- 
ods in public financing. Management, 
the dictation of business policy and the 
ultimate determination of the corpora- 
tion’s legal relationships are now en- 
trusted to the board of directors. With 
that body rests the power of corporate 
action, and upon its members are laid 
the responsibilities and liabilities arising 
from that power. 


The new status of the director is now 
generally recognized by courts and legis- 
latures, and it is fortunate that this 
status is now clearly set forth between 
the covers of a single volume. Both 
lawyers and laymen will be grateful to 
Mr. Spellman for the comprehensive 
treatise he has produced. 

The material is divided into eleven 
chapters, dealing consecutively with the 
following general topics: nature of cor- 
porate directorship; qualifications of di- 
rectors; election of directors; proceed- 
ings to determine directors’ title to of- 
fice; tenure of office, resignation and re- 
moval of directors; meetings of boards 
of directors; powers of the board of di- 
rectors; delegation of power; “interested 
directors” and interlocking directorates; 
civil liability of directors; criminal lia- 
bility of directors. 

For convenient reference, the ma- 
terial is divided also into serially num- 
bered sections, of which there are 281. 
The headings of these sections are listed 
with the chapter headings in the table 
of contents, so that it is possible by 
consulting this table to run down easily 
and quickly any specific subject in 
which the reader is interested. 

Mechanically, the publishers have 
made the book most attractive. It is 
printed in fairly large type, on excellent 
paper with generous margins. The bind- 
ing is in durable cloth with gold back- 
stamp. The volume is admirably de- 
signed to withstand the constant use it 
is bound to encounter in many legal and 
business offices. 

—F. A. F. 
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English gold and credit 


(Continued from page 33) 


out due regard to its convertibility 
into cash. You will sometimes read or 
hear it said that gold is the basis of 
credit. That cannot be true, for you 
may have credit, and you do have 
credit, in countries without a gold 
standard where the currency is silver 
or inconvertible paper money. The 
basis of credit is not metallic but moral 
or economic. It is, in a word, credit- 
ability or trustworthiness, and one of 
the chief objects of a deposit banker is 
to find out who are the trustworthy 
people in the district which his bank 
serves, and secondly, in the case of 
those who are ready to put up securi- 
ties for an advance, what is good secur- 
ity. The third question bankers have to 
ask themselves is, ““How much can we 
lend?” What should be the propor- 
tion of our cash and liquid assets to our 
liabilities?” 

The answer to this third problem 
ultimately rests in England, with the 
Bank of England, which holds the cen- 
tral gold reserve and has to see that 
the proportion of that reserve to liabil- 
ities does not fall too low. 

Before the war, when England en- 
joyed a full gold currency and all notes 
were convertible into gold, the Bank of 
England had two dangers to provide 
against—the danger of an internal drain 
through a run on the banks (as hap- 
pened in the Overend Gurney crisis in 
1866) or of an external drain like that 
caused by the American crisis and panic 
in the autumn of 1907, when in the 
course of a few weeks more than $20,- 
000,000 of gold were drawn from the 
reserves of the Bank of England and 
exported to the United States. 

It is a maxim of currency and bank- 
ing that in a time of panic when there 
is a run on the banks, the true and 
only remedy is for the banks, with the 
assistance of the central bank, to lend 
freely to all trustworthy persons who 
need accommodation. Consequently in 
the last resort the remedy for an in- 
ternal drain before the war, in Eng- 
land, was a suspension of the Bank 
Charter Act of 1844 for the purpose of 
enabling the Bank of England to issue 
notes beyond the legal amount without 
gold cover, on the written authority of 
the Prime Minister and the Chancellor 
of the Exchequer, who undertook if 
necessary to obtain the sanction of Par- 
liament. This power was granted to the 
bank three times before the great war— 
in 1847, in 1857 and during the Over- 
end Gurney panic of 1866. 


The last . 
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and by far the most serious crisis re- 
quiring special currency measures oc- 
curred on the outbreak of the Great 
War in August, 1914, when the gold 
standard was practically abrogated and 
an era of inconvertible paper money in- 
stituted in Great Britain for the first 
time since the Napoleonic Wars. The 
gold standard was restored in a modi- 
fied and restricted form eleven years 
later, in 1925. Under this gold ex- 
change standard, or gold bullion stand- 
ard as it usually is called, gold sov- 
ereigns and half sovereigns no longer 
circulate, and there is no obligation on 
the part of the Bank of England to 
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supply them on presentation of a paper 
note. But the Bank is obliged as be- 
fore to buy standard gold at the rate 
of £3.17.9 per ounce, and it is also 
obliged to sell gold bars of a minimum 
weight of about 440 ounces in exchange 
for its notes at the price of £3.17.10%4 
per ounce. There was thus no longer 
any fear of an internal drain caused by 
a panic and a run on the banks. The 
only thing to be provided against was 
an external drain like that of 1907. 
What then is the remedy for an ex- 
ternal drain? It is simply to raise the 


bank rate to a point at which gold, 
(Continued on page 49) 
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What Makes 
BIG 


Business Men? 


Men who grow constantly in ability and 
become really great are those who never 
lose the habit of close inquiry. 


Such men will give prompt consideration 


Ameriean Credit Insurance 


and its vital significance in these days of 
fighting competition. They will be keenly 
interested in this broad service which 
fully safeguards their book accounts, and 
gives them more time — plus peace of 
mind—to devote to sales endeavor. 


Big men go aggressively after new busi- 
ness, but they also protect the business 
they already have. Prominent Credit 
Managers in every industry are using 
American Credit Insurance—and its effi- 
cient Collection Service—year after year. 


c lhe AMERICAN 


CREDIT~- INDEMNITY Co. 


J. F.M* FADDEN, eassipast 


Offices in All Leading Cities 


Chicago, 
San Francisco, Philadelphia, Baltimore, Detroit, 
Atlanta, Milwaukee, etc. 


In Canada—Toronto, Montreal, etc. 


Cleveland, Boston, 
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an idea and experience ex- 
change on equipment, system 
and management in the mod- 
ern credit and business office. 


Prevents Slipping of 
Duplicates and Carbons 

For the purpose of speeding up work, 
and reducing costs of issuing statements, 
invoices, bills and other business record 
forms, the Standard Register Company, 
Dayton, Ohio, announces a new type- 
writer attachment known as the Rotary 
Pin Feed Aligning Device. The attach- 
ment, applicable to any standard type- 
writer, is a regular typewriter platen 
equipped, on each end, with two pin 
wheels and disappearing pins. 

The printed forms used in the type- 
writer are furnished in continuous 
lengths and are interleaved at the fac- 
tory with one-time carbon. The forms 
have holes punched along the sides. As 
the forms come up and around the type- 
writer platen, the pins in the pin wheels 
engage in the holes along the sides of 
the forms and thereby hold them in 
close registration and issue the forms 
out of the typewriter. Slipping and 
creeping of the forms at the top, bot- 
tom and sides is eliminated. 

Use of the rotary pin feed aligning 
device does not preclude the use of the 
typewriter for letter work, addressing 
or other similar work. The disappearing 
pins can be adjusted, in short order, so 
the typewriter can be used for ordinary 
general work as well as billing purposes. 

Firms who use record forms with one 
or more copies to the set will find this 
attachment an economical method of 
handling such work, without necessitat- 
ing a large investment. 




















































New Window 
Ventilator 

Now comes the Maxim Window Ven- 
tilator, designed by Hiram Maxim, fa- 
mous American inventor whose “‘silen- 
cer” plays a part in most gang and un- 
derworld movies, to say nothing of its 
world-wide use in real life. The Camp- 
bell Metal Window Corporation are pro- 
ducing Mr. Maxim’s ventilator, full de- 
tails of which will be given in a com- 
ing issue of CREDIT AND FINANCIAL 
MANAGEMENT. 


National 
Business Show 

This year’s National Business Show 
will take place at the Grand Central 
Palace, from October 19 to 24. From 
November 14, the show will be at the 
Stevens Hotel in Chicago. Here is an 
excellent place for picking up new ideas 
on office equipment and devices. 


Another New 
Bookkeeping Machine 

Underwood Elliott Fisher Company 
have just introduced a new bookkeeping 
machine—the Universal—designed to 
meet the need for a machine that will 
not only cross-compute but will also ac- 
cumulate a large number of columnar 
totals. 

The new machine is well adapted to 
trust accounting, cost and sales analyses 
and records, expense distribution, stock 
records and other records which neces- 
sitate segregated totals. 

The Universal has a totalizing capac- 
ity of 30 vertical columns and can carry, 
at the same time, as many as 7 cross 
computations. Proof Keys and Elimi- 
nation Keys make for eliminating errors 
at the source and save much time. 
Operating keys have a light action. Car- 


> 


No 


€ 


<< 


CREDIT and 
FINANCIAL 





on the page facing 


MANAGEMENT 
announces its new 
Office Management 
Service Bureau 


riage return, line spacing, date printing 
and carriage tabulating position are au. 
tomatic. Front or rear feed is optional 
with purchaser. 

The cross-computing registers are 
conveniently located below keyboard, 
Large, clear numerals are used and these 
are plainly visible at all times. The ver. 
tical column registers are located on the 
front of the carriage, easily removed and 
replaced on the machine or moved to 3 
different column, and instantly change. 
able from addition to subtraction, 
Amounts shown on dial wheels and 
fully visible to the operator at all times, 

Customer’s Statement, a Ledger and 
a Sales Record or a Journal of Cash Re. 
ceipts can be produced at one operation, 
Each figure is proved in operation. This 
is the sixth new Underwood model in- 
troduced this year. The previous prod- 
ucts have been Underwood standard, 
portable and noiseless portable type- 
writers, the Elliott Fisher direct sub- 
tracting machine and the Underwood 
selective register bookkeeping machine. 


Noiseless 
Portable 

A new noiseless portable typewriter 
will be placed on the market in the 
near future by Remington-Rand, 
Should commend itself to executives 
who use portables for making notes, 
confidential memos, etc. 


Half Lit 
Sign 

An inside sign should be either fully 
illuminated or out. Illuminated signs, 
in which a few bulbs are burned out, 
are worse than no signs. Not only is 
the inscription—“Information”, “‘Cash- 
ier”, etc., illegible, but the impression 
created is one of slovenliness and care- 
less management. Interior signs can 
and should be, inspected regularly and 
deficient light bulbs replaced. 
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You are a reader of this magazine and we want to help you find the 
buried profits in your office. We want to assist you in turning lazy 
overhead dollars into active profit dollars. Our new Office Management 
Service Bureau announced on this page is founded for the single purpose 
of giving our readers impartial, unbiased, expert analysis and advice 
on all phases of office management problems and procedure. 

The Office Management Service Bureau offers you a trained staff, 
able to study your office problems, analyze your needs and requirements 
and make specific recommendations that will save you time, money 
and labor in the operation of your office. The service is as generalized, 
or as individualized, as you may want it. 

A thorough and comprehensive survey will be made of your office 
and a written analysis, based on this survey will point out how you 
can save money and increase your office efficiency. Or you may send 
in a letter asking a single question about any particular equipment, 
procedure or method that may interest you. 

The Bureau also offers you independent, unbiased, purchasing advice. 
If you happen to be one of those executives who does not like to be 
bothered by salesmen, the bureau will save you the trouble of shopping 
around, by giving you complete information on any equipment, appli- 
ances or methods that may be pertinent to your needs. The bureau does 
not sell any equipment. It merely offers you the service of this unbiased 
purchasing advice. 

The bureau is created to help you—use it. 


CREDIT and FINANCIAL MANAGEMENT'S 


OFFICE MANAGEMENT 
SERVICE BUREAU 


under the direction of 


H. P. PRESTON 
Office Management Expert and Consultant 


4§ 


_ digging out the profits 


buried 


in your office 


we can help you....... 


Mi standardize BRANCH OFFICE 


layouts, methods, practice 





HM lower your CORRESPONDENCE 


costs and increase output 


HM set your FILING done more accu- 
rately and economically 


@ eliminate peaks and valleys from 


your FLOW OF WORK 
Mi analyze your FORMS 


HE adopt the most practical LAYOUT 


arrangement 


M@ apply MACHINES and SYSTEMS 


to your problems 


reduce your office overhead 
and increase your profits 


You may send complete information to 


Please write name clearly, tear out, attach to your 
letter head and mail to Credit and Financial 
Management, One Park Avenue, New York. 
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rehabilitating 
Mrs. Fredericks 


(Continued from page 27) 


business structure, from the account- 
ing end, but he revealed the necessity 
of disposing of one of the two units 
of the business. Whereas a previous 
survey of the United States Depart- 
ment of Commerce had found that the 
average percentages of wages to sales 
was 26.3 per cent. in similar size es- 
tablishments, only one of the two 
branches conformed to that standard. 
That one had a ratio of 26.6, but the 
second’s wage scale ate up exactly 40 
per cent. of income! 

After the facts were placed before 
Mrs. Fredericks she became very much 
depressed and cried during a conference 
with the creditors’ investigator, claim- 
ing that she had realized her situation 
for some time but had not known 
which way to turn for assistance. 


It was the first time that she had 
been in serious financial difficulties. 
Some fifteen years before she had start- 
ed in business with a small shop but +had 
run that business only a short time, 
eventually selling out to others and 
opening a new venture. The new ven- 
ture was well considered for, when the 
day of arrival of the Business Survey 
expert came, that business was still 
carrying on in a profitable manner. So 
profitable was it, in fact, that Mrs. 
Fredericks was stimulated to repeat her 
success in another location, a business 
similar to the one she was conducting 
having been located at this second spot 
for nine years. 


That was the second unit of her busi- 
ness and the one she was losing money 
on. When she took it over the place 
was untidy, poorly arranged and badly 
run down, necessitating the expenditure 
of considerable cash and effort in plac- 
ing it on a proper basis. But despite 
her improvements and the reputation 
she had developed at her other loca- 
tion, the new branch did not build up 
as had been expected. The matter of 
sufficient liquid capital to carry over the 
weak portion of her business ventures 
caused the decline of her ability to meet 
her accounts promptly, for she had to 
draw on the profits of her first branch 
to carry on the business of the second, 
which required more than was actually 
available. 

Having thus definitely established 
Mrs. Fredericks’ business ills as being 
stimulated by poor accounting methods, 
operation of an unprofitable unit with- 


out enough liquid capital to tide over 
a weak period, the investigator recom- 
mended the following remedies: 

1. Installation of a proper bookkeep- 
ing system. 

2. Sale of the unprofitable unit. 

3. Transfer of the existing real es- 
tate mortgage on her residence from her 
bank, which carried the mortgage, to a 
reputable Building and Loan Associa- 
tion with the purpose of securing a 
more advantageous loan on the property 
on which her residence was located. 

The creditors relayed the recommen- 
dations of their Business Service repre- 
sentative to Mrs. Fredericks and in three 
weeks she was following their instruc- 
tions implicitly, voluntarily bringing 
the funds accruing from the recom- 
mended adjustments to the Business 
Service department and requesting that 
they be pro-rated among her creditors. 
On the recommendation of the Busi- 
ness Service department she opened a 
special trust account with a local bank 
and deposited the funds there so that 
the possibility of some non-member of 
the creditors committee, which had 
sponsored the rehabilitation of her af- 
fairs, levying an attachment thereon 


might be precluded. 


She agreed to this plan. All involved 
creditors in time received checks cover- 
ing 70 per cent. of their claims, these 
creditors including not only members 
but also non-members. At present Mrs, 
Fredericks is operating only the profit. 
able unit, her prospects of success are 
good, her credit with merchants is re- 
juvenated, and she is looking forward 
with enthusiasm for the future. 

Had her creditors not been interested 
in rehabilttation, had they frantically 
grabbed for whatever they could to 
settle their accounts, this business would 
undoubtedly have gone into decline and 
ultimate liquidation within three or 
four months, with considerable loss to 
creditors and debtor alike. 

That it was a triumph for Business 
Service is evident. If the moral seems 
a bit too obvious, the beneficial results 
attained can be called upon to justify 
the deduction: Rehabilitation of a 
weak retail unit is a moral and eco- 
nomic duty of those doing business 
with that unit. Bankruptcy or adjust- 
ment through liquidation settles ac- 
counts to a degree but it does not de- 
velop better trade practice, more intel- 
ligent retailing. That is one of the 
bounden duties of enlightened business, 
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Adjustment and Collection 

Bureaus Department, 

National Association of Credit Men, 
One Park Avenue, New York. 
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a traveling 


debtor 





Hl It sometimes happens that a Collection Manager 
faces the difficulty of collecting money from a debtor 
who will not stay put. 

A Manager in one of our border states of the old 
South had several claims against a boat carrying freight 
on an irregular schedule over the full length of a 
navigable inland river. 

During the course of the pursuit of these elusive 
accounts receivable the name of the boat was changed. 


For a time when work was slack it tied up at dock 
in a distant city. ; 

Proceedings under the Admiralty Law were brought 
in a United States District Court and after months of 
persistent effort the claims were paid in full. _This 
Collection Manager was wide awake, aggressive and 
intelligent. 

Work of collections, rehabilitations and liquidations 
is being carried on by the National hook-up of 78 
units affiliated with the National Association of Credit 
Men. These Bureaus comprise an auxiliary service of 
thousands of Credit Departments. 




























































One Month's Convictions 


Fraud Prevention Department of the National Association of Credit Men 


MAY, 1931 


INDIVIDUAL CHARGE SENTENCE 









Case 


















Abramson & Sherman, Saul Abramson Use of the mails in a Suspended sentence, 
No. 43 West 24th Street, Harry Sherman scheme to defraud three months. 
New York City, N. Y. 
(Mfrs. Boys’ Clothing) 




















Edwards Furniture Co., Charles N. Edwards Concealment of assets 1 year and 1 day in 
Concord, N. C. Atlanta Peniten- 
(Furniture) tiary. 
R. R. Raynor a ns 








P. .D. Kolodney, tdg. as P. D. Kolodney Concealment of assets and Fined $500 and placed 
Philip’s Bargain Store, use of mails to defraud on probation for 3 
Winston-Salem, N. C. years. 


(Dry Goods & Clothing) 










Nathan Katzin, tdg. as Nathan Katzin Concealment of assets 1 year and 1 day 
Southern Loan Office, in Atlanta Peniten- 
Winston-Salem, N. C. tiary. 
(Loan office) Eli Katzin - re 
George Katzin Fined $300 and placed 
on probation for 3 
years. 














Morris Boot Shop, David W. Morris Use of mails to defraud Fined $100 and placed 


Wilkes-Barre, Pa. on probation for 1 
(Shoes) year. 









The Spragg Company, E. L. Spragg Use of mails to defraud 9 months in the Mar- 





Cameron, W. Va. shall County Jail 
(Clothing & Men's at Moundsville, W’. 
Furnishings) Va. 
















Chase & West, Harry Levy Violation Postal Laws Fined $3,500.00 and 
Des Moines, Ia. costs. 


(Furniture) 















M. F. Slusher, M. F. Slusher Violation Postal Laws Six months suspended. 
Slusher, Kentucky 


(General Mdse.) 





G. E. Sanders, Geo. E. Sanders Violation Postal Laws 12 months probation. 
Peoples’ Store, 


Harlan, Kentucky 
(Clothing) 











Louis Harris, tdg. as Louis Harris Violation Postal Laws 214 years 
Kiddie Romper Co., 
Cleveland, Ohio 
(Children’s Clothing) 


Atlanta 
Penitentiary. 








John Dean, ; John Dean Obtaining money under 6 months County 
E. Chicago, Indiana false pretenses. Penal Farm and 
(Salesman) fined $50.00. 













John H. Pearson, James A. Ryan Subornation of perjury. (To be sentenced 
Sullivan, Illinois later.) 
(Clothing & Dry Goods) Jos. C. Hopewell ” 









H. L. Foster, W. A. Wilson Concealment and conspir- 13 months Atlanta 


eee and Luverne, acy to violate the Na- Penitentiary. 
a. tional Bankruptcy Act. 
(Gen. Mdse.) _ 















Moses Milner Shoe Co., Moses Milner Concealment of assets. 14 months Atlanta 
Cleveland, Ohio Penitentiary. 
(Shoes) 












gg John Mahler Conspiracy to violate Sec. 1 yr. Conspiracy 


1 oh 29B National Bankruptcy charge. 
(Men’s Furnishings) Act—Perjury. 1 yr. Perjury charge. 
Bernard Rozran » ¥% 1 year 1 day Con- 


spiracy charge, Fed- 
eral Penitentiary, 
Leavenworth, Kans. 











John L. Kling, d.b.a., John L. Kling Forgery 3 to 15 years Monroe 
Auburn Electric Co., 


State Reformatory, 
Auburn, Wash. Wash. 
(Elec. & Radio Supplies) 





Total of 1162 Convictions from June 1, 1925, to May 31, 1931 


KLEIN, J. M., who formerly operated the Glenwood 
addresses wanted Pharmacy, 789 Market St., Cor. 7th St., Riverside, 
Calif. 

ALEX, GEORGE, 5060 Lake Park Ave., operated : aie 
a restaurant,—residence address, 1642 E. S3rd St., KRUGER, DAVID O., formerly 565 Michigan Ave., 
Chicago, Detroit, Mich. 

EMMITT, Fred, formerly operated the Marysville Drug MANISCALCO, E., proprietor Hillsboro Shoe Repair 
Co., 400 D. St., Marysville, California. Shop, Plant City, Fla. 

FICKEISSEN, VIOLA B., 776 E. 216th Street, Wil- | MYERS, M. H., 467 Broadway, New York, N. Y. 
liamsbridge, N. Y., N. Y. RENARD CHOCOLATE COMPANY, formerly 934 

HEILMAN, P. M., formerly of 260 Crescent Avenue, Rogers Place, New York, N. Y. Now believed to be 
Peoria, Ill. in New Jersey. 

HUBBELL, WILLIAM, formerly doing business as Kil- RINZLER, MORRIS, t. a. U. S$. Waistband, Inc., 
bourn Construction & Material Company, 6945 So. 195 Chrystie Street, New York City, also 49 Sutter 
State Street, Chicago. Supposed to be operating or Ave., Brooklyn, N. Y. 
livng in Benton Harbor, Mich. SIMS, A. J., Crystal Springs, Miss. 


HYDE, WARREN, formerly connected with the Arling- STAVA, A. T., (Druggist), Lyman, Nebraska. 
ton Press, 1453 Veniae Bldg., Los Angeles, Calif. TAYLOR, FRANK W., 247 Maple Street, Camden, N. J. 
KAY, BARNEY C., formerly located at 1322 Winnemac THOM, WILLIAM W., Insurance Agent, formerly at 
Avenue, Chicago, IIl. 845 Western Avenue, Blue Island, Illinois. 
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STRANDED 


without a cent 
on a strange cety 





but this FREE 


CREDIT COIN 
secured money 
at once 


SHow1nG: his United Credit Coin 
to the cashier of the local United 
Hotel... the stranded stranger be- 
came a friend immediately. This 
coin established the traveler's 
identity, and enabled him to cash 
his checks. No one who travels 
should be without this extra con- 
venience and protection. 

Experienced travelers say this free 
Credit Coin saves from 5 to 20 
minutes, every time they visit one 
of the 25 important United Hotel 
cities. No one else can use yout 
coin. Both its number and your 
signature are registered . . . giving 
you positive protection. It’s easy 
to carry this coin, as it fits on any 
key ring or watch chain. 


...won’t you take advan- 
tage of this convenience, 
free if you mail coupon 


SOHHSSHSSSEHSSESSE SESE SESE SESESEEEESESESESESESES 
LEST LE ELAS TEE GL: A SAE! TES 


UNITED HOTELS COMPANY 
1418 United Building, Niagara Falls, N. Y. 


Kindly send me complete details 
and a blank for your Credit Coin. 


Name____ 


Address 


FOOSE HEHE SESE EEEEESES ESSE EEE ESTEE EEEEEEE 


UNITED HOTELS 








English gold and credit 
(Continued from page 43) 


instead of flowing out of the country 
will be attracted from abroad. Money 
tends to flow to the place where it is 
dear, i.e. where it can earn a higher 
rate of interest. 

If, as they say in the city, money is 
tight and borrowers are hard-pressed, 
and they cannot get the banks to lend 
them as much money as they want, or 
to discount their bills, they go to the 
Bank of England, which is ready to dis- 
count bills at the official rate of dis- 
count. The official rate is, in normal 
times, little above the market rate of 
discount; and so the market only goes 
to the bank when it cannot get accom- 
modation at the joint stock banks or 
elsewhere. But the Bank of England 
has to preserve a certain proportion be- 
tween its gold and its liabilities; and 
consequently if the market goes on bor- 
rowing, it will eventually raise the rate 
of discount, as it did during the Ameri- 
can crisis of 1907, or as it did in 1929 
in the last stages of the Wall Street 
boom, from 3 to 4, or from 4 to 5, and 
from § to 6 per cent or even higher, 
until the rate is so high that the de- 
mand for accommodation ceases. Then 
the reverse process happens or may hap- 
pen. There are more lenders than bor- 
rowers. The official bank rate becomes 
so much higher than the market rate 
that it ceases to be in any way effec- 
tive, and the Bank of England will then 
follow the market rate downward until 
a balance is again reached like the 3 per 
cent. 

If I had space, I would say a few 
words about my friend, Professor Gus- 
tav Cassel’s theory that it is the duty 
of a central bank, like the Bank of Eng- 
land, or of all the central banks acting 
together through the new International 
Bank at Basle, not only to regulate the 
price of money, but also to maintain 
and stabilize its purchasing power. One 
may content one’s self with admitting 
that a rise in the bank rate tends to de- 
press the price of commodities, while 
a lowering of the bank rate, by cheap- 
ening money, encourages trade and 
speculation and so tends to raise prices. 
In the technical jargon which has be- 
come popular since the war, a high 
bank rate makes for deflation, and a 
low bank rate for inflation. 

Banks, by the way, are not philan- 
thropic institutions, and that is a rea- 
son why the public, their customers, 
are, or ought to be, averse to anything 
like a banking monopoly. Up to a 
point, the elimination of small banks in 


England and their amalgamation into | 


larger units was defensible and desir- 
able from the standpoint of security. 
A century ago in England, as now in 
the United States, a commercial or stock 
exchange crisis would bring about a 
panic, during which numbers of small 
banks would close their doors. 

The danger now is that with five 
great banks and only a few smaller ones, 
there may be a gentlemen’s agreement 
not to give the public the full benefit of 
cheap money. For example, during 
1930 the bank rate was falling rapidly 
and became only 3 per cent. At the 
same time the open market rate for 
short loans had been until quite lately 
only about 2 per cent and the discount 
rate for three months’ bills about the 
same. But the banks were still charging 
most of their customers 5 per cent. for 
overdrafts, although their charge is sup- 
posed to be only 1 per cent. above bank 
rate. Big customers, we are told, can 


get lower rates; but why should not | 


ordinary people, on depositing sufficient 


security, be able to get accommodation | 


at rates more nearly in accordance with 





the official minimum of the Bank of | 


England? If there were real competi- 
tion between banks the small trader and 
the small customer might have better 
treatment. 


Employee vs. Dealer 


A lather pays $12.00 per month to 
his local union. That is $144.00 per 
year. He has an investment of about 
$3.00 in overalls and a lathing hatchet. 
The time he devotes to his work is about 
eight hours a day and five and one-half 
days a week. 

On that basis, about how much 
should a builders’ supply dealer with 
$25,000 invested in his business, and 
putting in as much of the 24 hours a 
day, seven days a week, as he can stand, 
contribute to his organization?—Na- 
tional Builders’ Supply Dealer. 


It’s the missing rungs in the ladder 
of success that most people fail to get 
by—the missing rungs that call for 
resourcefulness, persistence and confi- 
dence. 


Two rules that cannot be beaten: 
and how to | 


Know how to say “no” 

say “‘no, I don’t know.” 
a 

The fellow who gets ahead is gen- 


erally the fellow who helps others get 
ahead. 


—cC. H. M. 
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More 
Visible 
RECORDS 


O matter what 

kind of records 

. no matter what 

kind of system you 

use... there are Cook 

Signals that meet your 
every requirement. 


They make your rec- 
ords more _ visible. 
They are unequaled 


For vertical 
card systems 


for speed, clearness and convenience, in 


all types of visible index and card sys- 
tems. Their 12 bright colors fairly 
shout their warning or 
message, in signaling 
dates and data on 
credit, follow-up, col- 
lections, costs, etc. 


No. 20 Series 
Special Construction 
for BOOK and 
CARD VISIBLE 
INDEX SYSTEMS 





For visible 
card systems 
Recommended by most manufacturers of visible 
systems—because these signals are easily at- 
tached—cannot accidentally slip, or snap off— 
cannot catch edges of other cards or sheets in 
your files. 


Furnished plain, or printed 
with days, months, alpha- 
bets and numerals. Made 
of durable, stainless steel. 
Grip tight. Give each 
color a meaning and facts, 
otherwise obscured, flash 
before your eyes for quick 
and accurate use. 


Free Samples—if your 
Stationer cannot supply you 
Tell us of your signal prob- 

lems. We can help you. 


THE H. C. COOK CO. 
17 Beaver St., Ansonia, Cean, 


COOKS 


For book 
visible systems 
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Mexico goes silver 
(Continued from page 15) 


in position to make any loans, and are 
not disposed to renew those about to 
mature. Under these circumstances, it 
is not possible for distributors to bor- 
row silver with which to purchase for- 
eign exchange and so secure themselves 
against exchange losses, and, conse- 
quently, sales on credit terms have 
been entirely discontinued by many of 
the largest distributors. 

While the monetary law does not pro- 
hibit transactions in foreign curren- 
cies, many merchants are apprehensive 
that future legislation may compel them 
to accept payment in silver at par, or 
at a fixed rate, of any sales which they 
may make in foreign currencies (as they 
are now required to accept silver at par 
in payment of sales previously made in 
Mexican gold) and they are disinclined 
to take the risk. 


Since the passing of the law, gold has 
been exported in large quantities, and if 
such exports continue, the exchange 
should be helped thereby. Furthermore, 
imports have declined quite appreciably, 
as a result of the severe drop in the ex- 
change value of the silver peso, which, 
conversely, should stimulate exports. 
To offset these apparent advantages, 
however, many citizens, both Mexican 
and foreign, having become discouraged 
over conditions in Mexico, have sent 
their savings abroad, thus increasing the 
demand for foreign exchange and con- 
tributing to the decline in the value of 
the silver peso. 

The amount of silver now in circula- 
tion is probably not in excess of the 
country’s normal requirements, now 
that gold has been withdrawn from cir- 
culation, and if the monetary law is ob- 
served, in so far as it prohibits the is- 
suance of more silver, if the restrictions 
placed upon the issuance of notes are 
respected, if the Government is able to 
balance its budget without recourse to 
such drastic measures as the assessment 
of confiscatory taxes, and if the trade 
balance is substantially in favor of Mex- 
ico, the silver peso may gradually re- 
cover its exchange value. 

However, the special tax law recently 
enacted, places so heavy a burden upon 
agriculture, commerce and industry, 
that it is to be feared that little new 
capital will enter the country, and that, 
on the contrary, many existing enter- 
prises will be compelled to liquidate, 
owing to their inability to pay the tax. 
The tax in question is one per cent. of 





gross sales and other income in 1930, 
payable in three bi-monthly instalments 
in August, October and December, 
1931. In many cases, the tax is great- 
ly in excess of the taxable net income. 





Samuel Ardron, Jr. 





Ardron Joins Philadelphia 


The National Association of Credit 
Men announces with regret the resigna- 
tion of Mr. Samuel Ardron, Jr., who 
leaves his position as Eastern Division 
Manager of the Association to become 
Secretary-Manager and Treasurer of the 
Philadelphia Association of Credit Men, 
to succeed David A. Longacre, deceased. 

Since July 15, 1925, Samuel Ardron, 
Jr., has been an executive official of the 
National Association of Credit Men. 
He came in the capacity of Business 
Manager of the Fraud Prevention De- 
partment. Two years later, Mr. Ard- 
ron was made Comptroller, while still 
retaining his active official duties in 
connection with the Fraud Prevention 
Department. In October, 1930, Mr. 
Ardron was selected as Eastern Division 
Manager of the Association to succeed 
Mr. E. Paul Phillips. 

During his six years with the Nation- 
al Association, in establishing an envi- 
able record, Mr. Ardron has endeared 
himself to all who know him. His ad- 
ministrative and executive contributions 
to the plans, programs and activities of 
the two Fraud Prevention Funds were 
important contributions to the success 
of this work. 


What happens to the man who does 
things NOW? 
and you'll find out that he’has , 

C. H. M. 





Spell now backwards ° 


A dollar saved 


is a dollar earned 


— if it is wisely saved | 


EPORTS for the second quarter of 

1931 indicate that some companies 
have increased earnings through greater 
economy and efficiency. Constructive 
savings plus sound sales aggression are 
strengthening the position of the leaders 
and bringing moderate sized companies 
to the fore. 


If you are interested in increasing 
your net profits; in winning a wider 
acceptance of your product; in being 
ready for the inevitable upswing—in 
short, if you are interested in more 
profitable operation of your plant—yoy 
will be interested in the service General 
Management renders moderate-sized in- 
dustrials. 


General Management offers a survey 
and analysis of your business by quali- 
fied Engineering, Accounting and Ad- 
ministrative experts. This may be as 
complete or as limited as you desire, in- 
cluding your operation as a whole or 
the functioning of a single unit of your 
business. No matter how broad or how 
limited, a General Management survey 
will increase your operating profits. 


Bigger Net Profits 
for Smaller Industrials 


We can be very definite on this point since 
we accept no clients unless we are convinced 
that our work will accomplish specific econo- 
mies in operating costs; unless we are quite 
sure that we can help bring about more 
profitable operation. 


General Management through its associated 
organizations has successfully applied its ser- 
vice to the problems of innumerable smaller 
industrials. Savings indicated have far ex- 
ceeded the nominal survey cost. Plant opera- 
tion and production have been improved, ex- 
ecutive and administrative procedure have 
been made more efficient, sales programs have 
been revised and desirable new business ob- 
tained at a lower cost than formerly prevailed. 


Consult us without 
cost or obligation 


Perhaps our many years of experience can 
be profitably applied to your business. You 
may be dissatisfied with your general show- 
ing, or you may feel that one department, or 
one phase, of your business needs tightening 
up or revision. No matter what your problem 
may be, no matter whether it involves a com- 
plete plant layout or the revision of some col- 
lection letters, we will be glad to have you 
consult with us. We will be glad to make a 
preliminary survey of your problems, without 
charge, and to advise you, frankly, whether, 
or not, we can serve you. 


A request on your letterhead will bring full 
details promptly, without cost or obligation. 
Since our service schedules are made up some 
time in advance, we suggest your communi- 
cating with us promptly. 


GENERAL MANAGEMENT 
CORPORATION 


114 Liberty St. New York, N. Y. 


Specialized Service For Producing Profits 
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Profits 















In every walk of life 
progress favors the man 
with a plan. A plan for 
personal progress is a_ basic 
business requisite. 


Whether business declines or expands, the per- 
sonal program is still required. This necessitates first 
of all a thorough training in business fundamentals 
and familiarity with up-to-the-minute trends and de- 
velopments. 


In credit, as in every phase of business, today’s exacting demands 
find fewer men equipped to grasp modern problems. Only those who 
keep moving can qualify for success. 


To help those who have a purpose and a plan for their credit 
activities, the National Institute of Credit has developed a new 
correspondence course in credits and collections. Prepared by 
experts in credit, this course trains you to assume today’s credit respon- 
sibilities and demands. Arranged for home study, the course is 


NATIONAL 

INSTITUTE designed to make the most practical use of your spare hours. 
OF CREDIT, 

DEPT. 9, ‘ 
ae Improve your credit stride at once—clip 
Re and mail the coupon at left to the 
information about your new . ° ° 

course in Credits and Collections. National Institute of Credit, One Park 
RUN Seog eine os ss Win whew at seam hes Avenue, New York. 

hl Sai eR 
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notes 


court decisions 


CONTRACTOR’S BOND. SUBCONTRAC- 
TOR. THIRD PARTY BENEFICIARY. 
(FLA.). 

The Construction Company entered into a 
contract with Barry to construct a building 
and to guarantee the faithful performance of 
said contract, an indemnity bond was executed 
in favor of Barry with Columbia Casualty Com- 
pany, defendant, as surety. Johnson Electric 
Company was a subcontractor and furnished 
the electrical fixtures and supplies for the main 
contract. Johnson Electric Company was not 
paid and relying on the bond and its terms, 
brought suit to recover thereon. The main 
question is whether a subcontractor may sue 
directly to recover on the bond. The bond 
provides that if the contractor “Shall pay all 
persons who have contracts directly with the 
principal for labor or materials, then this ob- 
ligation shall be null and void; otherwise, it 
shall remain in full force and effect.” The 
court below held that the bond was solely 
for the benefit of Barry and that Johnson 
Electric Company could not recover thereon. 
Held, that a third party subcontractor could 
recover on a contract and bond if made for 
his benefit though he was not a formal party 
thereto. The very essence and purpose of these 
bonds is to save harmless the laborer, material- 
man, and subcontractor along with the con- 
tractor and when so expressed they should be 
interpreted to effect this purpose. Judgment 
for the defendant reversed. Johnson Electric 
Co., Inc. vs. Columbia Casualty Co. et. al. 
Fla. Supreme Ct. Decided April 14, 1931. 


VOLUNTARY. DISCHARGE. CRED- 
iTORS FRAUD. SCHEDULE OF ASSETS. 
LISTING. OMISSION. (N. H.) 


Russell was adjudged a bankrupt upon his 
voluntary petition on August 9, 1929. Various 
creditors filed objections to the Bankrupt’s dis- 
charge. The first objection alleges that the 
Bankrupt in an attempt to defraud his creditors 
failed to make true statements of his property. 
Trustee knowing that Russell had an automobile 
called his attention to the fact that he had not 
listed it in his schedule. The Bankrupt ad- 


mitted that he owned an automobile. An 
amendment was thereafter made to the original 
schedule including the automobile. The Trus- 
tee was given to understand that there was no 
furniture in the house belonging to Mr. Russell 
with the exception of a desk and chair or two 
in his office and that they were of nominal 
value of $100. Later, the Trustee found that 
Mr. Russell did own a considerable number of 
articles totalling $576.25 in value. The Bank- 
rupt when asked about his furniture by his 
counsel at the hearing before the trial Court 
answered, “I have practically no furniture; the 
furniture we are using was largely given as a 
wedding present and recently by bequest to my 
wife from her mother.” Objection No. 2, al- 
leges that on March 30, 1929, said Bankrupt 
did obtain an extension and renewal of credit 
from the bank on his $2,500 note by making 
a materially false statement in writing sub- 
scribed and sworn to by him respecting his 
financial condition, the Bankrupt being actually 
insolvent at the time. It does not appear that 
the Bank gained or lost anything by the re- 
newal of the $2,500 note. Held that the omis- 
sion of the automobile was inadvertent as he 
must have been aware of the fact that his 
ownership of it was well known to his creditors 
and neighbors. This court finds that in making 
oath to his schedules with the automobile omit- 
ted, he did not intentionally take a false oath 
within the ‘meaning of Section 14, of the Bank- 
ruptcy Act. Further, while it is true the Bank 
suffered no loss by the extension of the $2,500 
note the test is not what the creditor lost but 
what the debtor received. In this case, Russell 
obtained by means of his false statement an 
extension on his note, an exemption from 
process on the note during the period of ex- 
tension. The facts bring the case within the 
provisions of Sec. 14 (3) of the Bankruptcy 
Act. Moreover on each occasion, Russell repre- 
sented his furniture as of nominal value. It 
was not until pressure had been brought to bear 
on him by the Trustee that the amendment to 
the schedule adding $576.25 to his assets was 
made. His second denial characterized his first. 
To justify the omission by a bankrupt of prop- 
erty from his schedules on the ground that he 
acted on advice of counsel, it must be shown 
that he fully and fairly stated the facts to his 
counsel, and acted on his opinion on a matter 
of law only. Objection No. 1 is sustained as 
to the furniture. Objection No. 2 as to the 
financial statement rendered to the Bank is 
sustained. Bankrupt’s discharge is denied. Mat- 
ter of Russell. U. S. Dist. Ct. of N. H. 


INVOLUNTARY. CONDITIONAL SALES. 
RECEIVERS. LEVY. SUMMARY PRO- 
CEEDINGS. (PENNA.) 


Petition to review an order of the referee in 
bankruptcy, the effect of which order is to 
direct that a certain steam-shovel claimed by the 
receiver to be a part of the bankrupt estate, 
be returned to the receiver; and that the Acme 
Equipment Company pay the receiver certain 
moneys received by said company on account of 
a bailment-contract made by the said company 
with Warren P. Smith. By a bailment contract 
dated January 12, 1929, the Acme Equipment 
Company leased to the Shadeland Beach Im- 
provement Company a steam-shovel, at certain 
stipulated rentals to be paid monthly, with op- 
tion to purchase at any time during the terms 
of the lease; credit to be given on purchase- 
price for the amount of the rentals paid. De- 
fault having been made in the payment of 
rentals on December 10, 1929, officers of the 
Acme equipment company took possession of 
the shovel and hauled it to a point where the 
railroad right of way cuts through the real 
estate of the Shadeland Beach Improvement 
Company. Thereafter, a written agreement was 
entered into on December 18, 1929, wherein 
payments on account of lease were extended. 
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The effect of it was to restore the possession of 
the shovel to the Shadeland Beach Improvement 
Company. Thereafter, the sheriff of Crawford 
Co. levied upon the steam-shovel and advertised 
it for sheriff’s sale as the property of the Shade. 
land Beach Improvement Company. Subsequent- 
ly, on January 15, 1930, and before the sec. 
ond payment on the agreement of December 
18th became due, an involuntary petition jn 
bankruptcy was filed in this court. The re. 
ceiver then went ‘into custody of the shovel, 
Thereafter, the Acme Equipment Company, 
without any petition on its part to reclaim this 
shovel from possession of the receiver in bank- 
ruptcy undertook to take possession of it, and 
lease it to a man by the name of Warren P, 
Smith, denying the existence of agreement with 
improvement company. Held that, under this 
state of facts, this court is without power to 
make the summary order complained of. As this 
court views the law, the remedy of the receiver 
was to exact an enforcement of his alleged 
verbal agreement against the Acme Company in 
a plenary suit for an accounting and assign. 
ment of the bailment-contract with Smith; or, 
in view of the fact that this steam-shovel was 
taken out of the custody of this court without 
any lawful order, the receiver might have re- 
course to recover the steam-shovel from the per- 
son in whose possession it now unlawfully is, 
The order of the referee reversed. Matter of 
Shadeland Beach. Improvement. Co. U. S. Dist: 
Ct. w. Dist. of Penna. Decided May 13, 1931, 


BANKRUPTCY. MONEY DUE BANK- 
RUPT. PUBLIC IMPROVEMENTS. RIGHTS 
OF LIENORS AND ASSIGNEES. N. Y. 
LIEN LAW, SEC. 42. 

Petition to review the order of the referee, 
which directed that the Comptroller of the City 
of New York pay over to the trustee, sums due 
and payable under certain contracts owned by 
the bankrupt, subject, however, to liens and 
assignments. Section 42 of the Lien Law of 
the State of New York provides, in part: “A 
lien for labor done or material furnished for 
a public improvement may be enforced against 
the funds of the state or the municipal cor- 
poration for which such public improvement is 
constructed, and against the contractor or sub- 
contractor liable for the debt, by a civil action.” 
Held that the liens and the assignments were 
filed with the Comptroller of the City of New 
York in pursuance of law prior to the adjudi- 
cation of bankruptcy herein, and no reason in 
law is shown for requiring the Home Company 
of New York, and the lienors whose claims far 
exceed the amount claimed to be due from the 
City of New York, to contribute to the ex- 
pense ef the administration of the bankrupt 
estate, by turning over to the trustee the money 
in the hands of the Comptroller of the City of 
New York, from which such liens and assign- 
ments must be paid. This is especially true 
when there is no consent of the lienors to the 
making of such an order and the making of 
it is objected to by the assignee. The trustee in 
bankruptcy cannot get possession of the money 
in the hands of the Comptroller of the City of 
New York in a summary proceeding, but must 
assert his claim by a plenary action. Petition 
to review granted and order of the referes va- 
cated and set aside. Matter of Aragona Con- 
struction Corp. U. S. Dist. Ct. E. Dist. of 
N. Y. Decided May 29, 1931. 


WIFE AS EMPLOYEE OF BANKRUPT. 
WAGE CLAIM. ALLOWANCE. (PENNA.). 

The wife of the bankrupt, filed a claim with 
the Referee for wages alleged to have been 
earned within three months of the filing of the 
petition. No creditor objected to the allow- 
ance of the claim, but the Referee refused it. 
Held that this was error. The testimony dis- 
closed that the wife had been working for her 
husband during the period for which the wage 
was claimed and for a considerable period prior 
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This appeared by the testimony of the 


thereto. 
claimant and the bankrupt. Claims of this na- 
qure, it is true, are open to considerable sus- 


icion. In the instant case the bankrupt pro- 
duced memorandum books showing payment to 
his employees during and prior to the period 
for which wages were claimed. These books 
show regular payments to the claimant. Finding 
of the Referee reversed. Matter of Calvin. 


U. S. Dist. Ct. W. Dist. of Penna. Decided 
June 9, 1931. 
MATERIAL SPECIFIED. FAILURE TO 


DELIVER. DAMAGES. (OKLA.). 


Action by Patterson against Trudgeon and 
Trudgeon, partners, to recover damages. Plain- 
tif ordered from defendants, 450 sacks of 
bricklayers’ cement. Defendants delivered to 
plaintiff 450 sacks of “raw mix,” and charged 
plaintiff 63 cents a sack, the price of bricklay- 
ers’ cement. “Raw mix” was worth 28 cents 
asack. Held that defendants are liable to plain- 
tiff for all damages resulting by failure of de- 
fendants to deliver to plaintiff the kind and 
character of goods purchased. Further, where 
plaintiff buys bricklayers’ cement and defendants 
deliver “raw mix” and plaintiff uses same be- 
lieving it to be bricklayers’ cement in the erec- 
tion of a building and later discovers it is not 
bricklayers’ cement but “raw mix”, and is 
compelled to tear down the building and re- 
construct the same, the defendants are liable 
for damages resulting by reason of the breach of 
the contract and the failure to furnish plain- 
tiff the material bought. Judgment for plain- 
tif affirmed. Trudgeon et al. v. Patterson. 
Okla. Supreme Ct. Decided May 19, 1931. 


BANKRUPTCY. PETITION FOR _ DIS- 
CHARGE NUNC PRO TUNC. 


The bankrupt filed a voluntary petition in 
bankruptcy in November, 1927. On January 
30, 1928, the bankrupt signed and acknowledged 
a petition for his discharge, which was mailed 
to the Clerk of the United States District Court 
in the Federal Building at Buffalo. There is no 
record of the petition ever having been received 
and consequently no notice to creditors or 
order to show cause was mailed or published. 
Nothing further was done until this motion to 
permit the bankrupt to file the petition nunc 
pro tunc was made in January, 1931. Held that 
the court is without jurisdiction to permit the 
filing of a petition for discharge after the ex- 
treme period of eighteen months provided in 
the statute. The court cannot by a nunc pro 
tunc order extend the statutory period. Ap- 
plication of the bankrupt denied. Matter of 
Vasques. U. S. Dist. Cr. W. Dist. of N. Y. 
Decided June 13, 1931. 


BANKRUPTCY. PREFERENTIAL TRANS- 
FER. SOLVENCY. SUFFICIENCY OF 
PROOF. 


The petition in bankruptcy herein filed by 
one creditor alleges a preferential transfer by 
the bankrupt, while he was insolvent, of certain 
drydock machinery with intent to prefer the 
transferee, and that the creditors of the al- 
leged bankrupt are less than twelve in num- 
ber. A receiver was appointed. An answer was 
filed denying insolvency. Held that the bank- 
tupt having taken issue upon the allegation of 
insolvency, it became his duty to appear in court 
on the hearing, with his books, papers and ac- 
counts, and to submit to an examination and 
give testimony as to all matters tending to es- 
tablish solvency or insolvency. The alleged 
bankrupt attended at the trial, but he professed 
that he did not know anything concerning his 
books and records, and claimed to be laboring 
under such physicial and mental stress that he 
could not make any clear statement of his 
assets and liabilities. However, from his testi- 
mony, it is impossible to believe that he does not 
know anything about his books and records, 
but, on the contrary, it is thought that he could 
speedily produce them if he became convinced 

at it was to his interest so to do. It was 





clearly established that the drydock and the ma- 
chinery were transferred in disregard of the 
provisions of the Bankruptcy Act. In the be- 
lief that the bankrupt has not demonstrated his 
solvency, an adjudication will be ordered. Mat- 
ter of Olsen. U.S. Dist. Ct. E. Dist. of N. Y. 
Decided May 29, 1931. 


RENT ACCRUING AFTER BANKRUPT- 
CY. (N. Y.) 


The Yettanna Holding Corporation, as Land- 
lord, entered into a lease with one Goldberg. 
The lease did not contain the usual bankruptcy 
clause allowing the landlord to terminate the 
lease in the event of the bankruptcy of the 
tenant; it did not contain any clause providing 
for liquidated damages in the event of default on 
the part of the tenant. The tenant moved into 
the premises and occupied them until May 12, 
1931, when he moved out. The landlord filed a 
claim against the bankrupt estate for the rent 
of May, 1931, and subsequently brought suit for 
the rent of June. Thereafter an Ex-Parte order 
was granted staying the execution of the judg- 
ment, and the motion now before the Court is 
to vacate the stay. Held that the motion should 
be granted if the claim is not one provable 
against the bankrupt’s estate and is Goldberg’s 
own obligation. Rent which may accrue subse- 
quent to the bankruptcy of a lessee is not prov- 
able. against the bankrupt’s estate and the bank- 
ruptcy of the lessee does not sever the relation 
of landlord and tenant, and the tenant’s obliga- 
tion to pay rent under his lease is not dis- 
charged as to the future unless the trustee elects 
to retain the lease as an asset. The clause in the 
lease which provides that in the event of default 
on the part of the tenant the landlord may re- 
enter and relet the premises is an additional 
reason for the conclusion reached and disposes 
of the contention that the rent which might 
accrue in the future was fixed in amount or so 
susceptible in liquidation as to be proved under 
Section 63 of the Bankruptcy Act, for it is not 
at all improbable that the landlord might suc- 
ceed in reletting the premises and this would 
substantially effect the amount the tenant 
might be called upon to pay. Accordingly, the 
bankrupt estate is not concerned with rent which 
may accrue after the bankruptcy, and the court 
should not stay the execution of the judgment. 
Motion to vacate granted. Matter of Goldberg. 
U. S. Dist. Ct. So. Dist. of N. Y. Decided July 
27, 199%. 


BANKRUPTCY. ASSIGNMENT OF AC- 
COUNTS RECEIVABLE. FAILURE TO RE- 
CORD. PREFERENCES. 


The bankrupt sold wearing apparel. He en- 
tered into a written agreement with the defen- 
dants, whereby the latter were to loan him 
sums of money against the security of assigned 
accounts receivable. One paragraph of the agree- 
ment was to the effect that merchandise re- 
turned by customers whose accounts had been 
assigned “is hereby transferred to Rusch as se- 
curity for monies owing to Rusch to whom is 
hereby given a lien on said merchandise, and if 
any such merchandise comes into the possession 
of Horowitz he shall receive only as trustee 
for, and agrees to turn same over forthwith to 
Rusch.” The agreement was never filed or 
recorded. One day before the filing of the in- 
voluntary petition against him, the bankrupt 
informed the defendants that he had heard that 
creditors were about to file a petition in bank- 
ruptcy against him. At the same time he told 
the defendants that he had at his place a large 
quantity of returned merchandise. The defen- 
dants immediately sent a truck and removed a 
quantity of merchandise from the bankrupt’s 
premises. The trustee brought this suit to re- 
cover the value of the merchandise so taken. 
Held, that there was no lien valid against the 
trustee in bankruptcy before possession was 
taken. Insofar as the agreement purported to 
give a lien or security title on returned goods, 
it was void because it was never filed. The de- 
fendants derive no advantage from viewing the 
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agreement as one to create a pledge of such 
goods, because of lack of delivery to them as 
pledgees. The law of New York is that where 
a chattel mortgage is void as against the mort- 
gagor’s creditors or trustee in bankruptcy for 
want of record and change of possession, the 
mortgagee does not improve his position or ac- 
quire a valid lien by taking possession later on, 
when he knows of the mortgagor’s insolvency. 
There is no relation back to the time when the 
mortgage was executed. It is plain therefore 
that the defendants’ taking of the merchandise 
was a voidable preference. Decree for plaintiff. 
Goldstein vs. Rusch, et al. U. S. Dist. Ct. So. 
Dist. of N. Y. Decided August 12, 1931. 





washington notes 


RETAIL PAYROLL FIVE BILLIONS 


The first complete study of employment and 
wages in the retail industry, for the entire 
United States, according to statistics made avail- 
able by the Census Bureau, reveals that more 
than 3,769,000 men and women, representing 
over 3 per cent of the country’s entire popula- 
tion, were employed full time during the calen- 
dar year 1929 in the retail stores of the Nation, 
and 6,018,642 or about one person out of every 
eight gainfully employed in this country was 
engaged: directly. in»retaikstores. The number: of 
part-time employees is estimated at 799,000. This 
study of the great mass of data secured by the 
Bureau of the Census in the first nation-wide 
Census of Distribution also shows that the total 
amount paid out during the same period in 
salaries and wages to full-time and part-time 
employees, exclusive of the compensation of pro- 
prietors or firm members, aggregated $5,134,- 
000,000, according to “Domestic Commerce” of 
the Bureau of Foreign and Domestic Commerce. 

The total number of persons in the United 
States reported as having gainful occupation is 
48,832,589. Of this total 3,769,342 or nearly 
8 per cent are employed full time in the retail 
stores. This latter figure does not include part- 
time employees nor active proprietors. Compared 
to the 8 per cent average, Mississippi reports 
only 3.42 per cent while Utah reports 9.61 per 
cent. The figures for the District of Columbia 
show that 12.58 per cent of the total number 
of persons gainfully employed are found in the 
retail stores. 

On the ratios developed by this special study, 
a 7 per cent sample, projected to cover the re- 
maining 93 per cent of stores, the writer bases 
his estimate of 1,470,000 proprietors and 799,000 
part-time employees. This estimate necessarily is 
subject to revision as more data become available 
and the Census Bureau cautions that it be used 
only as a general indication of the proportions 
between the full-time and part-time employees, 
and the full-time and part-time payroll. 





TRADE ASSOCIATIONS VITAL 


The basic importance of the American trade 
association in economic planning for business 
stabilization was stressed recently by Frederick 
M. Feiker, Director of the Bureau of Foreign 
and Domestic Commerce in announcing the co- 
operation of representatives of the Department 
of Commerce in the conduct of the National 
Institute for Commercial and Trade Association 
Executives, held at Northwestern University, 
Evanston, Illinois, August 3 to 15. 

“The trade associations of the country,” said 
Mr. Feiker, ‘tare the shock troops in the struggle 
which confronts us for the stabilization of our 
economic structure through long range plan- 
ning. Economic planning, as we hear it. dis- 
cussed nowadays is not a new thing. It has been 
done and is being done by individual and trades 
every day. We have been planning and putting 
plans into operation in this country for years. 
Economic planning has proved its place not only 
in its social objectives and attainments, but in 
its immediate commercial values to American 
business and industry. In the continuance and 
development of this work lies the great value of 
the trade association in the future.” 







































































































































































































load lightening 
(Continued from page 25) 


other selling agencies virtually lend 
commodities to backward countries 
which are too poor to pay cash, said: 
“It is not only humane, but good com- 
mon sense as well to supply these people 
with the commodities which they need, 
on a long-term credit basis, because by 
doing so we increase the value of the 
goods of the remaining normal supply 
to a point where it more than equals the 
amount sold in this way. Instead of 
adding to our already embarrassing posi- 
tion on foreign loans—why not stop 


these money loans and loan or sell some 
of our oversupply of commodities on 
very easy credit terms? 


ec 


. . . The great advantage of this 
plan is that we will be selling goods to 
those people who have not been able to 
buy them and otherwise would not be 
able to buy them; and it will, therefore, 
not kill or hurt our existing markets.” 


The highly depressed raw material in- 
dustries, facing glutted markets, are in 
a mood for experiment and innovation. 

The statistics of manufactured goods 
in the United States indicate that prog- 
ress is being made in reaching a basis 
for sustained recovery. 










Early Settler 


Visitor: Who is that man yoy 
spoke to so politely? I saw several peo. 
ple take off their hats to him. 

RESIDENT: That man? Why, he’s 
one of our early settlers. 


Vistror: Early settler? Why, he 
can’t be more than 40 years old. 

RESIDENT: That’s true, but he pays 
his bills promptly on the first of the 
month. 


Tergiversation is a big word with a 
little meaning—look it up and then 
don’t tergiversate. 

Cc. H. M. 


COMPARISON OF STOCKS WITH CURRENT PRODUCTION AND SHIPMENTS 


ConsuMPTION (C) OR 


ITEM PRODUCTION SuipMents (s) 
Per 
1930 1931 | cent 1930 
change 


Portland cement, thous. of bbls.| 17,239} 14,125]—18.1](s) 18,781 


Bricks: 


Common, thous. of bricks....]........].... 


Hardwoods, total gum and oak 

mills of ft. bd. m............ 
Softwoods, total, mills of ft. b.m 
Glass containers, thous. of gross 
Cattle hides, thous. of skins.... 
Leather: 


Sole and belting, thous of lbs. Es ax 5 500 tga ee 9Xs0isals tienes 174,799 
Upper leather, thous. of Ibs. . SNORE a5 inc ces 6 rns 4s .As me $262,621 
Gasoline, thous. of bbls........ 


Automobile tires (pneumatic cas- 
ON i ik bitin on hi 


Cotton textiles, thous. of yds... 





Hosiery, total, thous. doz. pairs 





Ns ns i inet cc cass amie we 


Newsprint(U.S. mills)short tons} 108,398] 101,086] —6.7}(s) 106,883 


Boxboard, short tons.......... 221,525] 209,186] +5 .61(s) 225,336 
Steel sheets, short tons ........ 205,675] 147,843]—28.11(s) 212,930 


Steel barrels, number.......... 651,559] $54,5201—14.91(s) 638,358 


Sn RE SME sonic ae sn pine ReMi aw seu cee oe oe (s) 7,623 
Boilers: 
Cast iron, thous. of lbs....... 26,697] 27,910] +4.5|(s) 27,629 


Gas fired, thous. of B.T.U. ...] 271,330] 178,101]—34.4 


Radiators, 1,000 sq. ft......... 9,364 
Enamel ware: 


I os. cis ype puck 4 mos bebe ORE OR a (s) §2,189 

So eae Sere See een (s) 62,337 

STN no ons cur npc ys Sexes oa etehke peel (s) 61,329 
Porcelain plumbing fixtures, No. 

Ns 5 tks dieins\igaip eaeaes 17,367] 16,213]—-15.7](s) 6,336 


oa wire cloth, thous. of sq. 
t 


oeMikkesee Cs) 123,694 


538]—34.7Ks) 768 
2,565] +1.51(s) 2.451 
*1,336|—13.0KS) 1,370 


49,545] —3-OKC) 35,706 


4,346] +7-1[(s) 3,967 
~eeehee coe (s) 29,396 


143]—33.2](s) 165 












4,5381+10.7)(s) 4,235 10,622 
192,545] 116.1](s) 176,689 455,529 





Sie cette neck hens cde 565 2531-55 -24s) 370 

Rubber heels and soles, thous. 

aati eh ia aha ae 22,509] 20,269]—10.0}(s) 24,168 
Rubber and canvas footwear, 

— es 3,606 3,830] +6.21(s) 4,245 
Cottonseed Oil: 

Crude, thous. of Ibs. ........ SE OG ORs sins ds sede ives essen des 

Refined, thous. of lbs........ RI SRI sos 0.5.05 calle 0060 ceded on 
Cottonseed cake and meal, short 

OE 6 Fi cis babe se SaKceessesy 28,527 RSE SOME yes 6a SEs e esc aswaheeeen 
Vegetable oils, total, thous. o 

ibs pis iene bknpaiaeres SOUM 1140,206] !129,972] —7.3](C) 223,315 
Wood rosin, bbls. of 500 Ibs....] 39,929] 28,495]—-28.6]..........J..-.......p..0.. 
Wood turpentine, bbls. of 500 lbs} 6,406] 9. 4,370J-—-31. 8]... 2. Peewee epee eee 
Acetate ion thous. of Ibs...] 4,847] 1,853]—61.81(s) 5,703 
Methanol (crude), gallons. .... SERIE COR RINE RANE 65.0. vi adh de. u0d0delewe vos 


Percentages are figured on the statistics for the latest month. 


*Average 6 months ending June. {Finished stocks only. {New orders. §Stocks of both crude and refined. ‘Average of 3 months ending June. 


35294 


6,750 
7,262 


525153 


i i, RS we eles SE creda 1,197,768 


§,025]—46.31(s) 9,226 74,189 


181,746 
197,117 



























Stocks gr Per Cent{Per Cent 
Shi Si - 
~ bip- | Produc-} [ ar- 


ments tion 
are of is of est 
Stocks | Stocks {Month 


are of 
Produc- 





at ate 8.7]......[ June 
5-2] 4.6] June 
bas 6b seoglih > ine ae GES sano sca May 


40.9} 42.1} June 
21.5] 18.3} June 


.2} 298.1} June 
.4) 267.4] June 
-9} 88.0} June 
.4]1178 .5} June 
DAs wives June 


.2] 13.9} June 
Re ee 16:7} June 
10.0} June 





131,942 ee oes 21.6} July 
53°07 ME cR wav ea 82.3] July 
24,203 . ‘ 15-9 

624,543 . = ee 29.2} June 


How would you like to have a trained 
investigator to do your bidding at 2,025 com- 
munities? throughout the United States and 
Canada Well, you have. A recent survey of 
the salaried-inspector personnel of The Hooper- 
Holmes Bureau shows that over 2,025 cities, 
towns and villages are covered regularly by 
salaried inspectors working out of fifty-seven 
control offices. 


This, you will say, certainly sounds like 
service. But, in addition to this service, there 
are more than 35,000 points where carefully 
selected fee correspondents are retained. Both 
the inspectors and the correspondents are under 
the close supervision of the control offices. 


Established 1899 


102 Maiden Lane, New York 


Their work is checked and, if necessary, re- 
inspected before it reaches you. If any question 
arises obout a report, the file is reopened and 
inspection continued without cost to you. 


And what you get is not worn out file infor- 
mation. It is fresh, down to-the-minute news 
obout your credit risk. It is the sort of information 


you would like to get if you investigated 
personally. 


The nationwide facilities of the Hooper- 
Holmes Bureau are devoted to the compiling of 
Moral Hazard Inspection Reports for insurance 
underwriting, credit, commercial and employment 
purposes and Claim Reports. 


THE HOOPER-HOLMES BUREAU, Inc. 


When writing to advertisers please mention Credit & Financial Management 





No. A53. ” Litho. in seven eslers , 


G[puis reminder is attached 


to secure your prompt 
attention and to maintain 
your good will. 


No. A6. Red on white—one color 


OU check bp return 
nail willbe greatly 
appreciated . 


@ces 


No. A2. Red on whiteone color 


é WILL BE GREATLY APPRECIATED 
, : at; -OCES. i 


No. A5l. Litho. in seven colors 


STRICKLER’S 
COLLECTION STICKERS 


AND 


BUILDERS OF GOOD WILL 


siesta SEPARATELY IN BOOKS OF 250 SEL EACH 


OUR attention is called 

Z> to this account, which 

has been standing for along 

time. An immediate payment 
is greatly desired. 


No. B2. Blue on white—one color 


TWHIS bill is long past due. 


If unable to remit in full, 


a partial payment is respectfully 
requested. 


No. Cl. Red on white—one color 


, E ‘ectapen ’ 
reminder in the 


1T at your. 
Garlien convenience 
“waG,€.S. is 


No. BSS. Litho. in seven colors 


INACCURATE 
OR 


WHY PAYMENT 
' CANNOT BE MADE 
me PLEASE ADVISE 


No. C57. Litho. in seven colors 


EVERAL statements 
2 have been sent to you. 
Do not through further delay 
force the use of unpleasant 


methods to collect this bill. 


No. El. Red on white—one color 


UNLEss paid or satisfactory 
arrangements are made within 
TEN DAYS your account will be 
laced in OTHER HANDS for 
immediate collection. 


No. E2. Red on white—one color 


No. H64. Litho. in seven colors 


Copyright 1915-30 By Carl E. Strickler & Co. Attach No. H64 to blank statements and send to inactive accounts. 


Attached by one end under the amount due on state- 
ments, Strickler’s Stickers attract attention and win 
respect. For the early collection of the majority of ac- 
counts and for determining the few that require drastic 
means, there is no other method more appropriate or 
effective. The unusual merit of Strickler’s Stickers is due 
to seventeen years’ of tests combined with the knowledge 


PRICE LIST — KIND OR ASSORTED 


and experience of many leading creditmen. Strickler’s 
Stickers have collected millions of accounts, and have be- 
come distinguished for creating good will of inestimable 
value. For early and diplomatic collecting use Strickler’s 
Stickers. They will speed up your collections, reduce your 
collection expenses, and promote continuous patronage. 
It is the little things that count. 


Order Today for Immediate Delivery 


CARL E. STRICKLER & CO. 


122 South Michigan Ave., Dept. B2, 
CHICAGO, U.S.A. 


When writing Carl E. Strickler & Co., please mention Credit & Financial Management 





